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LETTER OP SUBMITTAL. 



Fbdeeai. Tr4de Commission', 

Washington, November SS, ISSl. 
To THE PlIESIDEHT OP THE SeNATB. 

Sk: The Federal Trade Commission submits herewith Part H of 
a report on the Pacific Coast Petroleum Industry, pursuant to Semite 
resolution 138, Sixty-sixth Congress, first session. 

This part deals with prices and competitive conditions, especially 
in the Pacific coast region. Part I, which was submitted to the 
Senate on May 2, 1921, discussed production, ownership, and profits. 
These two parts cover the information requested in the Senate reso- 
lution directing the investigation. 

The more important facts developed in this part of the report may 
be concisely stated as follows : 

(1) Five large companies, viz, the Standard Oil Co. (California), 
the Union Oil Co. of California, the Associated OU Co., the Shell 
Co. of California, and the General Petroleum Corporation, produce 
and purchase the bulk of the crude petroleum produced in Califor- 
nia, and refine and market most of the petroleum products sold in 
the Pacific, coast territory, which includes the States of California, 
Oregon, Washington, Arizona, Nevada, and a part of western Idaho. 
In 1919 the crude petroleum production and purchases of these com- 
panies constituted over 80 per cent of the total production in Cali- 
fornia, while they refined and marketed fully 90 per cent of the 
petroleum products obtained therefrom. 

(2) The Standard Oil Co. is the most important factor both in 
the production and purchase of crude petroleum and in the sale of 
petroleum products. The prices announced by the Standard for the 
purchase of crude petroleum and for the sale of petroleum products 
are generally followed by the other California companies. 

(3) The prices of crude petroleum declined during 1914 and the 
early part of 1915, and profits in the cmde-petroleinn producing busi- 
ness ot California were low, but beginning in the latter part of 1916 
and continuing until 1920 prices advanced rapidly, and this branch 
of the industry became very profitable. The prices of heavy crude 
petroleum, for example, increased from $0.35 per barrel in January, 
1914, to $1.60 per barrel by the end of 1920. 

(4) The Standard Oil Co.'s fuel-oil prices are based Mpan the 
prices named by it for the purchase of neayy crude petroleum, to 
which are added its transportation and handling charges. The price 
of fuel oil at refineries on San Francisco Bay increased from $0.80 
per barrel in January, 1914, to $2 by December, 1920. 

(5) The retail pnce of gasoline at San Francisco increased from 
16.6 cents per gallon in January, 1914, to 27 cents per gallon before 
the end of 1920. The wholesale tank-wagon price of kerosene at San 
Francisco remained at 9 cents per gallon from January, 1914, to 
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August, 1918, after which time it advanced rapidly to 16.5 cents by 
the end of 1920.' Kerosene price changes are influenced largely by 
conditions in the export market. While the increase in the prices 
of these re&ned products were not so marked as the advances in crude 
prices, owing chiefly to less pronounced increases in transportation^ 
refining, and marketing costs, the refining and marketing depart- 
ments of the large companies during the later years of this period, 
especially in 1919, made on the average much higher rates of profit 
on investment. 

(6) From 1916 to 1920, a period of marked price advances, the 
wholesale prices of the large marketing companies for gasoline and 
engine distillate sold to garages and otner resellers were practically 
uniform, as were also the retail prices at their own service stations. 

(7) There was keen competition in the sale of gasoline in Cali- 
fornia during 1914 and part of 1915, which led the small refining and 
marketing companies in Los Angeles and vicinity to organize the 
Independent Petroleum Marketers Association. In 1916 the Union 
Oil Co. and the General Petroleum Co. became members of this asso- 
ciation, and in November, 1920, the Associated Oil Co. also joined. 
The Standard Oil Co. and the Shell Co. were the only large Cali- 
fornia marketing companies that did not become members of this 
association. Since September, 1915, members of this association have 
agreed among themselves to maintain the prices announced by the 
Standard Oil Co., and in order to maintain these prices they adopted 
the same differentials and classifications of customers as were used 
by the Standard. They listed and, pursuant to agreement, refused 
to sell retailers who sold below the agreed price until such retailers 
maintained list prices. The association also prepared a' list of rec- 
ognized peddlers to which no new names were to be added. 

(8) During the period 1916-1919 the Los Angeles district sales 
manager of the Standard Oil Co. was promptly informed by a m^n- 
ber of the Independent Petroleum Marketers Association of all 
important understandings and agreements affecting price mainte- 
nance reached by that association, and this information was promptly 
forwarded to the Standard's main office, which was also advised how 
well tiiese agreranents were carried out, thereby placing the Standard 
in a better position to know when a new price advance would be 
followed. 

(9) Since the fall of 1915 certain sales managers and local repre- 
sentatives of certain large marketing companies, particularly of the 
Standard Oil Co, and the Union Oil Co., frequently conferred, and 
usually arrived at an understanding, as to the differentials in the 
prices to be chareed to individual customers and to various classes 
of purchasers. Presidents of the Standard OU Co. and of the Asso- 
ciated Oil Co. deny that these practices were either consented to or 
known by the higher officials of their respective companies. 

(10) The Eoyal Dutch-Shell combination controls about 2^ per 
cent of the crude petroleum output of the United States, and accord- 
ing to current reports is now about to acquire the Union Oil Co. 
(I^laware), which would increase its control to about 3 per cent 
of the total production of this country.^ 

' The aiiell-Dnlon Oil CorpocaHon was Incorporated lo Delaware, Febmary 8, 1B22, t« 
t of the Btocl! <tf the new compao;. 
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(11) The Stanclard Oil interests occupy the same dominant posi- 
tion in the petroleum industry of the United States as in California, 
and usually take the initiative in price changes. The companies 
which were separated by the dissolution decree of 1911 do not com- 
pete or invade each other's marketing; territory to any important 
extent. Recently a revival of the poEcy of absorbing independent 
petroleum interests has been made evident by the acquisition by 
elements of the Standard group of a substantial control over the 
Humble Oil & Refining Co., the Midwest Refining Co., and the Sin- 
clair Pipe Line Co. 

Upon information that the Standard Oil Co. (California) had 
acquired or was acquiring an interest in the Pacific Oil Co., inquiry 
was made by the Commission of the Standard as to the truth of this 
report, to which inquiry K, R. Kingsbury, president of that com- 
pany, replied in part as follows : 

A material part ot the production from the lands owned by Pacific Oil Com- 
pany baB for many years been delivered to onr company imder contract for 
use In onr refineries. With the knowledge that the control of Pacific Oil Com- 
pany was sought by foreign Interests, which if effected would have undoubtedly 
remilted in the loss o( this oH to ns, we deemed It Important to further the 
maintenance of an American ownership of this company. We also knew that 
theee same foreign Interests, which operate in California, were also n^otlatlng 
for an interest in an important California OH company with which they are 
in competition. These negotiations have since been consummated. 

In view of this situation, the Standard Oil Company (California) entered 
upon the acquisition of a minority interest of Faclflc OH Company stock and 
now owns less than twenty per cent of that stock. No purchases of the stock 
have been made by us for some months past. 

Mr. Kingsbury's statement that " control of the Pacific Oil Co, 
was sought by foreign interests," referred to the Royal Dutch-Shell 
group. 

Iniquiry was made of the Rwal Dutch*Shell group by the Com- 
mission whether it had acquired or was acquiring any interest in the 
Pacific Oil Co., to which Gen. Avery D. Andrews, representative of 
the Royal Dutch-Shell group, replied as follows: 

Replying to yonr telegram November twenty-first received twenty-second I 
am now authorized to state that the Dutch Shell Interests by which I mean 
Royal Dutch Petrolenm Company of Holland and Shell Transport and Trading 
Company of London and their subsidiary companies do not own and are not 
now acquiring Pacific Oil Company stock. 

(12) This dominant position of the Standard group in the pe- 
troleum industry of the United States is due not merely to the 
magnitude of its various units with respect to production and capital 
investment, but also because of its solidarity, arising apparently 
from an interlocking stock ownership resting largely m the hands 
of a few gr^at capitalists and its great financial resources and credit. 

Respectfully, 

Huston Thompson, Chairman, 
Kelson B. G-askill. 
Victor Mijrdock. 
John F. Nugent. 
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SCOPE OP PART II. 

This part of the report on the Pacific Coast Petroleum Industry 
discusses prices, marketing methods, and competitive conditions. 
Part I dealt with production, ownership, and profits. These two 
volumes cover the information requested in Senat« resolution 138, 
Sixty-sixth Congress, first session, which directed the Commission to 
make an inquiry into the various branches of the Pacific coast petro- 
leum industry. 

This part of the report presents price statistics for crude petroleum, 
fuel oil, gasoline, and kerosene, describes the marketing agencies by 
which they are distributed to the consumer, shows the importance of 
each of the five large oil companies in the sale of the principal pe- 
troleum products, and presents in considerable detail the conditions 
of competition in the sale of the different petroleum products in the 
domestic marketing territory. 

PHODUCTION, CONSUMPTION, AND PRICES OF CBCDE PETBOLEDM. 

There was an overproduction of crude petroleum in California 
from 1910 to the end of the first quarter of 1915, while the annual con- 
sumption exceeded production in that State from 1915 to the end of 
1920. Since the beginning of 1921 production has again exceeded 
consumption. During the period 1910 to the middle of 1915 the 
quantity of crude petroleum held in storage increased from about 
19,700,000 barrels on January 1, 1910, to a maximum of almost 
60,800,000 barrels at the end of the first quarter of 1915, after which 
it declined until at the end of 1920 stocks were only slightly greater 
than they were 11 years earlier ; while during the first three quarters 
of 1921 tbe quantity held in storage increased 12,000,000 barrels. For 
the 11-year period 1910-1920 production and consumption were al- 
most equal, the excess of production being only about 2,240,000 bar- 
rels. While the quantity m storage was slightly larger at the end of 
1920 than it was January 1, 1910, it was only sufficient to supplr the 
demand for 2.3 months as compared with a storage supply sufficient 
for 3.6 months at the beginning of 1910. During the period 1910- 
1920 the quarterly production and consumption fluctuated consider- 
ably, but both were much larger at the end of the period than at the 
beginning. Production increased 79 per cent, while consumption 
showed a gain of 83 per cent. 

In the purchase or crude petroleum and in the sale of fuel oil 
and refined petroleum products the bulk of the business is handled 
by the following five large companies: Standard Oil Co. (Cali- 
fornia), Union Oil Co. of California, Associated Oil Co., General 
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Petroleum Corporation, and the Shell Co. of .California. For the 

?eriod 1916-1918 these five companies produced and purchased from 
5 per cent to 80 per cent of the crude petroleum produced in Cali- 
fornia during those years; while during the same period the above- 
named five companies, together with the Southern Pacific and Santa 
Fe Railroads, produced and purchased from almost 89 to about 92 per 
cent of the California production. The remainder, which declined 
from slightly more than 11 per cent in 1916 to only about 8 per cent 
in 1918, was largely produced or purchased by the small refiners in 
Southern California. The California oil fields are so far removed 
geographically from other crude petroleum producing sections of the 
United States that there was no competition from refiners outside of 
California for this crude, while refiners in California were wholly 
dependent upon production within the State for their supply. 

The price announced by the Standard Oil Co. for the purchase 
of crude petroleum at the producers' tanks in the oil fields is con- 
sidered the market price, and the other large marketers name the 
same price. Even tne union Oil Co., which is the second largest 
factor in the petroleum business of the Pacific coast, names the 
Standard's price in its contracts as the price to be paid to the land- 
owners from whom it purchases royalty oil, and the members of the 
Independent Oil Producers' Agency settle with the Union on the 
basis of the Standard's price. 

As a rule the price of crude petroleiun has increased when consimip- 
tion exceeded production and has decreased when production ex- 
ceeded consumption. The prices of heavy crude petroleum have 
sometimes advanced, when light crude prices have declined and vice 
versa, due to the varying relations between the supply and demand 
for the products of these two grades. The prices of heavy crude are 
influenced by conditions in the fuel-oil market, while those for light 
crude petroleum are largely determined by the relations between the 
supply of light crude and the demand for refined petroleum products. 
The heavy crude is under 18° Baum^, while the 24° Baum4 crude is a 
representative light crude.^ The prices of both of these grades of crude 
petroleum declined very rapidly the last half of 1910 and remained 
very low until the latter part of 1915, after which time there was a 
steady advance until -the end of 1920. These high prices were in 
effect from July 10, 1920, to May 13, 1921 ; on this latter date a reduc- 
tion of $0.25 per barrel was made and on August 3, 1921, there was 
a second reduction of $0.25 per barrel on all grades. From 1914 to 
1920 the prices of crude under 18° Baumfi increased from $0.35 to 
$1.60 per barrel, or 357 per cent, and the 24° Baume crude increased 
from $0.55 to $1.88 per barrel, or 242 per cent. As shown in Part I, 
the cost of production of crude petroleum increased greatly from 
1914 to June 30, 1919,* but not to as great an extent as the advance 
in prices, consequently the profits from crude petroleum production 
were much larger, particularly in 1918 and the first half of 1919, than 
they were during 1914 and 1915. The advance in crude prices which 

' The crude petroleum coming ^trom different wellB In the same Held varies mmewbat Id 
reipect to apectflc jcr^vltj. Teats to Indicate the spedBc grsTlt; are made nltli Hie um 
or a hydrometer, the result being Btated aceordlne to the atbltrary empirical BaumS 
scale at 60° P. temperature. A BsQme teat of IS* Indlcatea a Bpedfle gravity of 0.94S8 
and of 2*' a ipedlle gravity of 0.SO91 ; In other words, the heavier crude* have a lonei 
number on the Banme scale. 

•Part I, p. 12C. 
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began the latter part of IdlS caused an increase in the rate of earnings 
in the crude petroleum producing business for each succeeding year 
from 1915 to the end of the first half of 1919. The average rate of 
earnings on the net investment in the producing business was 7.6 per 
cent in 1914 and only 4.4 per cent in the low price year of 1916 ; while 
in 1918 the average rate had increased to 24.4 ]3er cent and to 26.7 per 
cent for the first half of 1919.' The Commission has no information 
regarding the costs or earnings of the producing business sinoe June 
30, 1919; but crude prices were advanced more in 1920 than in any 
other year since 1914. 

CONSUMPTION AMD PRICE OP FUEL OIL. 

A considerable part of the crude petroleum produced in Oalifomia 
is sold directly to the fuel-oil consumers witnout refining, and the 
remainder is consumed within the State by petroleum refineries. 
During the period 1914^1919 the crude petroleum consumed as fuel 
without refining and the refinery residuum sold in the domestic mar- 
ket was almost all distributed in the States of Arizona, California, 
Nevada, Oregon, Washington, and in a anall part of western Idaho, 
while shipments were regularly made to Alaska and Hawaii and 
quite large quantities exported to British Columbia, Panama, and 
Chile. In 1919 the quantity K)f fuel oil sold by the five large market- 
ing companies was equal to almost 54 per cent of the total crude 
petroleum production of California for that year. 

In 1919 fuel oil was largely sold under yearly contracts, but in 
the earlier years such contracts frequently covered a period of sev- 
eral years. The contracts formerly specified a price for the term of 
the contract, but in recent years most contracts state that settlement 
shall be made at the price current at place and date of delivery. 
The current market price is frequently defined as the price announced 
by the Standard Oil Co. for crude petroleum under 18° Baum^ at the 
producers' tanks in the oil fields, plus transportation charges which 
are specified in the contract. During most of the period the large 
marketing companies have added a pipe-line charge of $0.35 per 
barrel, and also an additional charge for handling, to the field price 
of crude under 18° Baum4 for delivery to San Francisco Bay refiner- 
ies. As shown in Part I, Chapter vll, the cost of pipe-line trans- 
portation was generally much lower than transportation rates during 
the period 1914nJune 30, 1919.* 

The price of fuel oil at the refineries on San Francisco Bay de- 
creased from $0.80 per barrel in January, 1914, to $0,60 per barrel 
in August, 1915 ; and then increased steadily to $2 per barrel in De- 
cember, 1920, or an increase of IfiO per cent from 1914-1920. At 
Seattle the price decreased from $0.95 in January, 1914, to $0.75 per 
barrel in August, 1915, after which time it increased to $2.25 per 
barrel at the end of 1920, or an increase of 137 per cent from 1914 to 
1920. The smaller percentage of increase of fuel oil prices delivered 
at Seattle and of fuel oil prices at San Francisco Bay refineries as com- 
pared with the field price of heavy crude petroleum from 1914-1920 
was due to the fact that, although the amount of increase was practi- 

• Part I, p. 146. 
*P«it 1, p. 281. 
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cally the same, the transportation charge either remained unchanged 
or was only slightly increased. On May 13, 1921, and again on 
August 3, 1921, ftie prices of both heavy crude petroleum and fuel oil 
were reduced $0.25 per barrel. 

At times there was some fluctuation in the maM;in between the 
field price of heavy crude and the San Francisco Bay refinery and 
Seattle prices of fuel oil, but on the whole the price of fuel oil at 
these cities has corresponded quite closely with the price of the heavy 
grade of crude when allowance is made for transportation and han- 
dling charges. During the period of overproduction of heavy crude 
petroleum m California in 1914 and 1915 tiiere was some complaint 
of price cutting in the sale of fuel oil among the large companies, 
particularly in the Seattle district. Beginning in 1916 and continu- 
ing through 1920 the announced market prices were very generally 
maintained. 

In 1918 about 88 per cent of the fuel oil sold by the five large 
marketing companies was for domestic consumption and the remain- 
ing 12 per cent was exported, and in 1919 almost 89 per cent of the 
quantity sold was in the domestic market and the remaining 11 per 
cent exported. 

In 1919 the Standard Oil Co. and the Union Oil Co. together sold 
60 per cent of the total quantity of fuel oil marketed in the domestic 
market by the five large companies. The Standard's proportion of 
the total was 27 per cent and the Union's 23 per cent. The Asso- 
ciated Oil Co. furnished 22 per cent of that quantity, the General 
Petroleum Corporation 19 per cent, and the Shell Co. 9 per cent. 
The Union Oil Co. was the largest exporter of fuel oil throughout 
the period 1914^-1919, the Standard Oil Co. was the second largest 
factor in the export market, while export sales of the other three 
large, companies were almost negligible. The Union Oil Ca's pro- 
portion of the total quantity exported during the period I914r-1919 
varied from 5i to 71 per cent, while the Standard's percentage varied 
from 25 to 45 per cent. 

DISTRIBUTION OF REFINED PBrfiOLEDM PRODUCTfl. 

The domestic Pacific coast marketing territory for gasoline, kero- 
sene, and other refined petroleum products constitutes a strictly con- 
tiguous geographic unit, which in all but one instance is bounded by 
State lines. This marketing area includes the Stat«s of Arizona, 
California, Nevada, Oregon, Washington, and a small section of 
western Idaho. This is the same territory as that in which the 
Standard Oil Co. (California) distributed its products when it was 
a sutffiidiary of the Standard Oil Co, (New Jersey) prior to the dis- 
solution of the latter company in 1911; Shipments are also made to 
Alaska and our Pacific insular possessions, and exports are made to 
British Columbia, the Orient, and the west coast of South America. 

At the present time four of the five large companies, viz, the 
Standard Oil Co., the Union Oil Co., the Associated Oil Co., and the 
Shell Co., sell gasoline, engine distillate, kerosene, and other refined 
petroleum products at wholesale to garages, or other distributors, 
and at retail from their own service stations directly to the consumer. 
The General Petroleum Corporation sold only at wholesale, and it 
was not a factor in the wholesale market for refined products prior. 
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to 1919. In Los Angeles and Ticinit; there are several sm^ refiners 
and marketers most of whom are members of tJie Independent Pe- 
troleum Marketers Association that sell both at wholesale and retail. 

The Standard Oil Co. is the only California coinpany that sold its 
products in all of the States which comprise the Faciiic coast terri- 
tory. The Union Oil Co. is the only other California company that 
sold in Arizona, and the Standard and Shell are the only large Cali- 
fornia companies that made sales in western Idaho. 

During the period 1914-1919 there was a, large increafie in the pro- 
portion of the sales of gasoline made by the five large marketing 
companies directly to the consumer. The Standard Oil Co, first 
began selling gasoline at retail during the last quarter of 1914, and 
at the beginning of 1920 approximately 48 per cent of its gasoline 
was sold directly to the consumer. The salea of the Union Oil Co., 
Associated Oil Co., and the Shell Co. were largely made directly to 
the consumer. 

During the period 1914f-1919 the Standard Oil Co. sold larger quanti- 
ties of refined products thui any other company in the Pacific coast 
domestic marketing territory, and the Union Oil Co. was the second 
largest marketer. In 1919 tne Standard sold over 60 per cent of fie 
combined quantity of the domestic sales of gasoline sold by the five 
large companies, about 43 per cent of the engine distillate, over 78 
per cent of the kerosene, 73 per cent of the lubricating oils, and about 
39 per cent of the gas oil. 

The Standard and Union together sold almost 83 per cent of the 

fa^oline, 73 per cent of the engine distillate, about 97 per cent of the 
erosene, 89.5 per cent of the lubricating oils, and 49 per cent of the 
gas oil sold by the five large companies. These two companies sold 
approximately 80 per cent of the refined products sold by the five 
large companies and over 70 per cent of the total sales ot all com- 
panies in the Pacific coast territory. 

In the domestic market the Associated Oil Co. was the third largest 
marketer of refined products, the Shell Co. fourth, while the sales of 
the General Petroleum Corporation were fifth in volume. The Aa- 
sociated Oil Co. sold about 12 per cent of the quantity of gasoline 
sold by the five lai'ge companies, over 17 per cent of the engine dis- 
tillate, only about 2 per cent of the kerosene, and slightly less than 
1.5 per cent of the lubricating oil, while these three companies com- 
bined sold 17 per cent of the gasoline, 27 per cent of the engine dis- 
tillate, only 3 per cent of the kerosene, 10.5 per cent of the lubricating 
oils, and 51 per cent of the gas oil sold. The combined quantities 
of refined products sold by these three companies in 1919 was about 
20 per cent of the total quantity marketed m the Pacific coast terri- 
lon", while the five large companies sold 90 per cent of that total. 

In 1919 the combined quantity of domestic sales of gasoline made 
by the five large marketing companies was 93.5 per cent of the 
total and export sales 6.5 per cent, and almost 99 per cent of the 
engine distillate was sold in the domestic market. The quantity of 
kerosene exported was slightly less than 74 per cent of the tottd and 
only a little more than 26 per cent was sold in the domestic market; 
for lubricating oils over 75 per cent was sold in the domestic market, 
about 93 per cent of the gas oil was sold to the domestic trade and 
less than 7 per cent was exported. 
80771°— 22— 2 
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The Stacdftrd Oil Co. made the bulk of the sales for the export 
trade during the period 1914-1919, In 1919 it sold for export 76 per 
cent of the gasoline exported by the large marb^ters, the Associated 
Oil Co, furnishing 16 per cent, the Shell Co. 6 per cent, and the 
Union Oil Co, only 3 per cent. The Standard sold for export 68 
per cent of the engine distillate exported, the Associated 25 p«r cent, 
and the Union 7 per cent. The Standard made 92 per cent of the 
sales of kerosene for export^ the Shell Co. 7 per cent, and the Union 
only 1 per cent. Of the lubricating oils exported the Standard sold 76 
per cent, the Shell 21 per cent, and the Union 3 per cent. 

QABOLINB AND KEBOSENE PRICES. 

The bulk of the gasoline and kerosene produced in California is 
refined on San Francisco Bay and in the vicinity of Los Angeles, and 
shipments are made from these two points to the other parts of liie 
Pacific coast territory. Except for a few months in the early part of 
1914 the retail prices of gasoline were the same at San Francisco and 
Ix>s Angeles. 

The retail price of gasoline declined from 14J cents per gallon in 
Los Angeles and 15^ cents in San Francisco in Januaiy, 1914, to 11 
cents per gallon at both cities in July, 1915, after which there was a 
continuous increase to 27 cents per gallon by the end of 1920, On 
May 13, 1921, and again on August S^ 1921, the price of gasoline was 
reduced 2 cents per gallon at both cities, making the retail price 23 
cents per gallon on the latter date. The price movement in other 
parts of the Pacific coast territory was similar to that in San Fran- 
cisco and Los Angeles. Beginning in October, 1914, the Standard Oil 
Co. began to sell gasoline directly to the consumer from its own serv- 
ice stations, and it fixed the mar^n between its retail and wholesale 
price of gasoline at 2 cents per gallon. ^ 

The wholesale tank-wagon pnee of kerosene in San Francisco re- 
mained at 9 cents per gallon from January, 1914, to August 1918, 
after which time it advanced steadily to 16^ cents per gallon by the 
end of 1920. In June, 1921, the price was decreased to 14J cents. The 

frice of kerosene has been influenced more by the export demand than 
y the domestic demand, because the bulk of kerosene is exported. 
The five large companies sold their crude petroleum eitner as re- 
fined petroleum products or as fuel oil. During the period 1914^ 
June 30, 1919, their earnings on the net investment for all branches 
of the petroleum business increased greatly. In 1914 the average 
earnings on the net investment for the three companies then operating 
was 8.3 per cent, and in 1915 the average rate of earnings for four 
companies was 7 per cent. After prices began to advance there was 
an increase in the average rate oi earnings for the five large com- 
panies from 14.4 per cent in 1916 to 26 per cent in 1918, while for the 
first half of 1919 the average rate was 23.6 per cent. 

COMPETITIVE CONDITIONS IN THE SALE OJ" REPINTO PR0DDCT8. 

In 1914 and the first half of 1915 there was an excess of crude 
petroleum production over consumption in California, and lai^ 

auantities were placed in storage, consequent^ the prices of crude 
eclined greatly and active competition developed, particularly in 

,„ „A.oogk- 



PACIFIC COAST PETROLEUM INDUSTRY. 7 

the sale of gasoline, ^his cfHnpetition was especially keen In Los 
Angeles and vicinity, where there were numerous small refining and 
marketing companies. In the fall of 1914 the Standard Oil Co, pur- 
chased the retail mai^eting equipment of the National Supply Co. 
and began to sell refined petroleum producte directly to the consumer. 
At that time it fixed the margin between its wholesale and retail price 
of gasoline at 3 cents per gallon, and this margin soon became the 
generally accepted differential between the retail and wholesale prices. 
Prior to this time the margin between the wholesale and retail price 
had at times been aa great as 9-i cents per gallon. Since 1915 four of 
the five large companies in California have sold their products both 
at wholesale and retail. 

On October 22, 1914, the Standard reduced its retail price of gaso- 
line from 13J to 12J cents per gallon in San Francisco and Los An- 
geles, and the small r^ners and marketers in Los Angeles and vicin- 
ity, apparently fearing that a price war with the Standard could 
only result in their own destruction, met on November 21, 1914, and 
formed an association, which was later incorporated as the Independ- 
ent Petroleum Marketers Association of California. This associa- 
tion was very active in attempting to secure the memberahip of the 
large marketmg companies. The Shell Co. and the Standard Oil Co. 
were the only large marketing companies that did not become mem- 
bers. The General Petroleum Co., the predecessor of the General Pe- 
troleum Corporation, became a member in April, 1916, the Union Oil 
Co, in September of the same year, and the Associated Oil Co, in No- 
vember, 1920. 

Memoranda of meetings and correspondence of the members of t^e 
Independent Petroleum Marketers Association show that the associa- 
tion membere met frequently and discussed and agreed upon sales 
policies, the maintenance of price differentials, and the classification 
of customers. The market price was that named by the Standard Oil 
Co., which established and maintained fixed differentials for different 
classes of customers. The members of the marketers association 
agreed to maintain and follow the retail price and the differentials 
afiowed by the Standard for the different classes of customers. Be- 
fore imiform prices could be maintained it was necessary for the small 
marketing companies to make their sales policies Hie same as those of 
the Standard. 

On September 22, 1915, t^e members of the association held a meet- 
ing at which " the well-founded rumor of the advance in the market 
was discussed, and in view of such advance it was deemed an op- 
portune time to adjust all differentials to precisely the same basis 
throughout our list of customers," and that all market changes 
should " take place simultaneously." The Standard's Los Angeles 
representative reported to the Standard's general sales manager that 
on September 23, 1915, " We find that all companies have followed 
our price signs and several of the members of the Independent Pe- 
troleum Marketers Association have telephoned me this morning to 
voice their approval of this advance and indicate to me they are 
going to show our company now that they intend to be fair competi- 
tion [competitors]," By September, 1916, the retail price of gaso- 
line had advanced 8 cente per gallon, or 78 per cent; engine distillate 
aj cents per gallon, or 40 per cent; while there had been no change in 
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the wholesale price of kerosene, auring the same period light crude 
petroleum had advanced $0,25 per barrel, or 63 per cent. 

In September, 1916, there was considerable price cutting by the 
members of the association. Early in September the Union Oil Co. 
became a member. In the latter part of September a determined ef- 
fort waa made by the association to eliminate price cutting. At a 
meeting of the members of the association, held September 21, I&IQ, 
the folu>wing agreement was made : 

All martetere will immediately furnish the Secretary of the Association with 
the names of all retailers they now supply wbo are advertising and selling 
gasoline at less than the retail market. Also an; others they may have in 
mind. 

A list of resellers who were selling gasoline under the retail mar- 
ket price of 19 cents per gallon datea September 28, 1916, was ob- 
tained from the association files. A memorandum of a meeting held 
October 25, 1916, states : 

In checking over the list of 18( elgos we Bed that practically half of the 69 
18< signs have been eliminated since the Ist of October. This shows a very 
decided improvement la tbe general marketing conditions. 

An agreement was made at a meeting of the association held De- 
cember 20, 1916, covering bids on refined oils for the city of Los 
Angeles for its 1917 requirements. According to a memorandum 
of the meeting only four companies, viz, the Standard Oil Co., the 
Union Oil Co., the California Oil & Asphalt Co., and the Western 
Oil Co., were to bid and " it was agreed all should bid 1 cent off 
open tank wagon market price at time and place of delivery." Three 
companies, viz, the Standard Oil Co., the Union Oil Co., and the 
Western Oil Co., submitted bids naming identical prices. These 
bids were rejected, and when the city asked for new bids to be sub- 
mitted, January 24, 1917, there was a second agreement, and " the 
same nnns quoted in the same manner and bids were again re- 
jected." 

There was continued price cutting by small retailers in the 
vicinity of Los Angelea during the early part of 1917, and strenuous 
efforts were put forth both by the secretary of the association and 
by the members thereof to maintain wholesale and retail prices 
named by the Standard Oil Co. Among the different plans adopted 
by the association members was that of issuing a list on January 
12, 1917, effective for 60 days, containing the names of price cutters 
to whom competitors of the companies supplying the price cutters 
agreed not to sell any gasoline unless the price cutter displayed a 
siCTi showing the regular retail price of 20 cents per gallon. 

In 1917 ttie sale of gasoline at less than the announced prices 
through coupon books became a disturbing factor, and according 
to the 8ecreM,ry of the association : " The smaller companies, not 
wishing to install coupon systems to meet this method of com- 
petition, have in many instances encouraged the displ^ of cut- 
price signs with the usual resulting unstable condition of the mar- 
ket." During the greater part of 1918 the price of crude petroleum 
and petroleum products was stabilized by the Petroleum War Serv- 
ice Committee of the United States Fuel Administration. 

In tbe spring of 1919 renewed efforts were made by members of 
the a^ociation to maintain uniform prices. A number of meetings 
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of members of the association were held during the month of May, 
at which agreements were made covering price differentials and 
classificatioiis of customers. On May 5, 1919, a price list was issued 
covering gasoline, engine distillate, and kerosene, which named a 
price for each class of customers, and on May 8, 1919, a memorandum 
marked " confidential " was sent out by the association, which con- 
tained a list of " Bona fide gasoline peddlers." According to this 
memorandtmi : " Beginning immediately all customers, unless in pos- 
session of a reseller's license, buying at commercial stations, includ- 
ing Union Oil and Standard Oil stations, will be charged the mini- 
mum price of 19^ cents net per gallon for gasoline and 13 cents net 
per gallon for engine distillate. This memorandum contained the 
names of 20 peddlers entitled to the discount and stated that " no 
new peddlers will be recognized." 

In the spring of 1920 there was complaint on the part of the small 
refiners because the price of the lighter grades of crude petroleum 
had been increased greatly while gasoline had only been advanced 
2 cents per gallon, and there was very little complaint of price cut- 
ting. The Siortage of gasoline and engine distillate in California 
made it easy for the small marketers to dispose of their products at 
the prices announced by the Standard Oil Co, 

BELATION OF I.ABOE MARKXTGBS TO TlIE ASSOCIATION. 

As already stated, the General Petroleum Co. joined the associa- 
tion in April, 1916, the Union Oil Co. in September, 1916, and the 
Associated Oil Co., the It^t of the large companies to become a mem- 
ber, joined in November, 1920. The Standard Oil Co. and the Shell 
Co. did not become members of the association. The Los Angeles 
sales manager of the Standard Oil Co.j however, was kept ftilly 
informed of the important price activities of the association by a 
representative of a company belonging to the association, and this 
information was promptly forwarded to the general sales manager of 
the Standard. Beginning in September, 1915, the association en- 
deavored to maintain the prices and differentials of the Standard 
Oil Co. Some memoranda of meetings of the association named the 
Standard Oil Co. and certain association members as companies 
which would eliminate price cutting; for example, W. L. Standard, 
of the Union Oil Co., in reporting a meeting of the association Jan- 
uary 17, 1917, stated : "As long as the El Monte Koad Five Mile House 
is now displaying a 200 sign, the Wilshire, Standard Oil Co., and 
Union will start in to dean up the 20^ signs in Alhambra, South 
Pasadena, and Pasadena. This situation ought to be cleaned up very 
nicely within the next few days"; and a^in on May 8, 1919, a 
memorandum of an agreement of the association memhers covering 
the price of gasoline to commercial users, stated that all customers 
unless in possesion of a peddler's license " including the Union Oil 
and Standard Oil stations, will be charged the minimum prices," 
On two occasions the members of the association agreed upon the 
prices to be submitted in bids for the 1917 petroleum requirements of 
the city of Los Angeles, and memoranda of each agreement named the 
Standard Oil Co. as one of the companies which would bid the 
agreed price. On the date of the first agreement, December 30, 1916, 
-the Loa Angeles district sales manager of the Standard, wired the 
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Standard's general sales manager at San Francisco recommending 
the same price which the association members a^^eed to bid. On 
the same day, December 20, 1916, the general sales manager of the 
Standard authorized the Los Angeles district sales manager to bid the 
price which he had recommended. 

In the spring of 1920 the small refining and marketing companies 
were anxious to have the price of gas^ne increased. According 
to H. M, Storey, vice president of the Standard Oil Co., prior to the 
advance in gasoline prices initiated by the Standard on March 17, 
1920, " the possibility of other refiners taking the initiative in price 
increase had been considered by officers of the Standard, and that 
it was their conclusion that such an advance by others was possible 
or prospective, and that the base price of gasoline might well be 
set at 25 cents in these circumstances." On April 10, 1920, H, S. 
Botsford, manager of the Puente Oil Co., who was at tiat time also 
president of the association, wired C. H. Schlacks, president of the 
Union Oil Co. (Del.), which controls the Puente Oil Co., as follows; 

Had a talk Uonday S. 0. Go. Gallforcla San Francisco as good aa recommended 
Independents increase price gasoline. Friday local representative definitely 
askB if It is not possible Independents take some action. Can see no objection 
making price 25, now 23.5. Please advise. 

Mr. Schlacks objected to the Puente Oil Co. being a party to any 
price understanding, and there was no advance untU the latter part 
of July, when the Union Oil Co. of California took the lead. 

coMFEnnvB coKDinoNs amonq IiAbge companies. 

Throughout the period 1914r-1920 changes in the market prices of 
refined ^troleum products were either made simultaneously or prac- 
tically suuultaneously by all of the large marketing companies, and 
the announced prices were always identical. The volume of sales of 
the Standard Oil Co. for all petroleum products, except fuel oil, were 
so much larger than the quantity sold by any other company that the 
Standard was recognized even oy the other large companies as the 
leader in the establishment of market prices. As already stated, the 
Standard began selling at retail in October, 1914, Prior to that time 
there had been no uniform differential between the wholesale and 
retail prices for the different petroleum products. As soon as the 
Standard began selling at retail it fixed the differential between its 
wholesale and retaU prices of gasoline at 2 cents per gallon. Some 
of the other large marketing companies had contracts at that time 
with resellers naming a larger differential, for example, the Asso- 
ciated Oil Co. and the Shell Co. were quoting a differential 6f 3 cents 
per gallon in Oakland in the fall of 1915. 

In 1915 the large companies began to harmonize their marketing 
policies and to establish uniform differentials. Early in December, 
1915, the Union Oil Co. issued instructions to its district agents 
which, among other things, named the differentials between the 
wholesale and the retail prices for gasoline and engine distillate, and 
designated the classes of consumers entitled to di^rentials from the 
retail price. At the same time, the Los Angeles district sales man- 
ager of the Standard summarized the differentials and classifications 
which had been developed by the Standard, and distributed them to 
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the Standiird's local agents throughoat Soathem CalifonuB. These 
classifications and differentials of the two companies were made prac- 
ticaUy identical at this time. The Union Oil Co. understood that the 
Standard Oil Co. would follow the same dassiflcation of customera 
and give the same differentials as is shown by the following excerpt 
from a letter dated December Ifi, 1915, from the manager of stations 
of the Union Oil Co. to an agent of the same ccnnpany : 

We cas figure no otber way for us to determine whether oar competitors are 
going to play fair with db than to be fair ourselves and follow out Mr. Balph'B 
Bolletin No. 126. Our competitors claim this 1b what they are going to do, 
and we would suggest that you see Mr. Woodward and get as close to him as 
pomible and see If we both cannot work along lines which are fully understood 
between us, as we believe and know, that we will both get as much business at 
the end of the year by doing business In this way as to try to use the cutting 
process, which has never been successful In any line of business, and we know 
that you appreciate all that we are writing In this letter and we are giving you 
every assurance that we possibly can that our competitors advise us they are 
trying to be fair, and we are giving them the credit of stating the truth. 

The Mr. Woodward mentioned was a local agent of the Standard 
Oil Co. 

The differentials for gasoline and engine distillate which were 
named in the bulletins sent out by local agents of the Standard Oil 
Co. and the Union Oil Co. in December, 1915, were soon accepted 
and generally followed by the Petroleum Marketers Association. As 
a general rule the same differentials were allowed from the retail 
price by all of the large companies from early in 1916 to the end 
of 1920. Throughout the period 1916-1920 there was a very high 
degree of uniformity in the wholesale ]>rices of the large companies 
in sales to established ^garages and service stations or at retail from 
their own service stations; but there were frequent complaints re- 
gurding the differentials allowed certain large consumers. While 
the laive companies named the same differentials and classified the 
trade uike, there were some complaints regarding the differentials 
to be allowed certain consumers in different sections of the Pacific 
coast territory. The desire of the Union Oil Co. to have its local 
representatives in complete accord with the Standard Oil Co. is 
shown bv the following instructions given to its district sales mana- 
ger at San Diego, Calif., by the majiager of stations on October 
1, 1915 : 

Replying to your 684^-5', ©f S^tember 29th, in reference to your sub-agent 
at EI Gajon selling R. F. Robinson, agent for the Case Automobile & Tractor 
Company SOO gallons of gasoline at 2t off the market, this was absolut^ In 
line according to your InBtructlons under date of August 21st 

However, you appreciate that It la far from our wish to bring about a gaso- 
line war. In view of this wont you please get In close touch with Mr. JefMes 
and ascertain fully just what this company Is doing with trade of this kind 
and we would suggest Qiat you follow the same methods In regard to marketing 
BO as to not cause any friction. We trust you can do this without losing any 
business. 

The Mr. Jeffries mentioned above was the Standard Oil Co. rep- 
resentative at San Diego, Calif., at that time. 

During the last half of 1915 representatives of the Standard Oil 
Co, and the Union Oil Co. had a number of conferences regarding 
the prices of petroleum products at Kingman, Ariz. Apparently 
the Union Oil Co. first sold under the regular price, and later the 
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Standard Oil Co. reduced its margin between the El Seguudo refinery 
price and the tank-wagon price at Kingman. The following excerpt 
from a letter dated November 2, 1915, from J, H, HuU, of the Union 
OU Co., to C. W. Kalph, manager oi stations of the same company, 
shows the attitude of the Union and its understanding of the mten- 
tions of the Standard Oil Co.'s agent regarding the maintsnanc© of 
the regular schedule prices: 

I then met Mr. Harlao Traveling Salesman for S. O. Co. and liad a long 
talk wltb bim and he was very agreeable to everything Boggeated and asaured 
me that prices would be maintained and sold at scliedide, and stionld he find 
anything which we were doing which Old not look business-like to him, he 
would be very glad to take It up with ns and should his company do anytblns 
that loolced unfair to us, he would t>e very glad to do everything possible to 
correct it, if his attention was called to the matter. 

Finally in December, 1915, the Union Oil Co. reduced its prices 
in, harmony with those of the Standard. 

Early in 1916 the question of classification of water companies 
in the Imperial Valley of California, i. e., companira furnishing 
water for irrigation purposes, led to a number of conferences be- 
tween representatives of the Standard Oil Co, and the Union Oil 
Co. The manager of stations of the Union stated in a letter to the 
Union agent at El Centre, Calif., on May 27, 1916, that he had 
" discussed the situation from every angle with our competitor and 
we have agreed that all water companies in the Imperial Valley are 
entitled to only 1 cent on gasoline and ^ cent off on distUlate, as 
they are in the same class as municipalities." 

The territory in which a given price was to apply was determined 
by the large companies following an identical dividing line between 
two different towns. The Standard Oil Co. and Union Oil Co. 
defined their boundary lines very carefully as early as 1915. On 
February 21, 1916, South Pasadena, Calif., was placed in the Pasa- 
dena territory, as shown by the following extract from the letter of 
the manager of stations of the Union Oil Co. to its sales manager 
atr ' 



The dividing line effective February 21st, betwe«i Pasadena and Los Angeles 
territory wUl be the Arroyo on the West, Moffatt Str. on the South, and Meridian 
Str. on the East. This latter Str. is one block from Huntington Drive and 
Joins Into Palomo and Parke Str. From the map, Parke Str. comes down to 
Huntington Drive and a line from Parke Str. across Huntington Drive is what 
Is now the Northern City limits of Los Angelea, including Bairdstown. The 
above would be the dividing line between Los Angeles prices and Pasadena 
prices. This Information was taken from a map outlined by onr competitor. 

The competitor referred to was the Standard OU Co. Similar 
rniiformitv existed at other places. 

From the documentary and other evidence obtained by the Com- 
mission it appears that neither the general sales managers of the 
Standard Oil Co. nor of the Union Oil Co. were always cognizant 
of the cooperative activities of their local agents, nor of the district 
managers, in case of the Standard, and of tlw manager of stations in 
case of the Union. However, the cooperative activities of thefie rep- 
resentatives evidently were quite largely responsible for the high 
degree of price uniformity which existed throughout the Pacific coast 
territory from 1916-1920. 

The presidents of the Standard Oil Co. and of the Associated Oil 
Co. deny that the practices herein described were either consented to 
or known by higher officials of their respective companies. 
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EFFECT OF BBSTBICnOti OF OOHPETITIOlf. 

The resolution directing this inquiry requested information regard- 
ing the effect which any combinations " had upon the market price 
of fuel oil, gasoline, and other petroleum products, especially on the 
Pacific coast and especially with reference to the price charged to the 
ultimate consumer. 

The Standard Oil Co., as already stated, began to sell directly to 
the consumer in the fall of 1914 and fixed its differential between the 
wholesale and retail price of gasoline at 2 cents per gallon. Prior 
to this there had been no generally established differential between 
the wholesale and retail prices, but it had generally been higher. 

There were numerous small refiners in the vicinity of San Fran- 
cisco and Los Angeles, and in 1914 and during most of 1915 competi- 
tion, particularly in the sale of gasoline, was very keen. At least 
four small refiners were forced out of business by this competition. 
In addition to the competition of the small refiners, the Associated 
Oil Co. and the Shell Co. were just becoming factors in the gasoline 
market. By the end of 1915 the few small refining and marketing 
companies in the vicinity of San Francisco had^ne out of business, 
as well as two in the vicinity of Los Angeles. The remaining small 
refining and marketing companies in the vicinitv of Los ^geles. 
through the Independent Petroleum Marketers Association, agreed 
to maintain the prices announced by the Standard Oil Co., which 
was the largest marketing company on the Pacific coast. The Union 
Oil Co., the second largest marketing company, was maintaining 
substantially the same prices. This apparently made it much easier 
for the Standard Oil Co., which had always been recognized as the 
leader in establishing prices throughout the Pacific coast territory, 
to initiate price advances. The first price advance in 1915 was made 
the day following the understanding of the members of the Inde- 
pendent Petroleum Marketers Association that they would maintain 
the prices announced by the Standard. Throughout the remainder 
of the period the prices of all petroleum products were materially 
advanced. Although at times there was considerable price cutting 
in the vicinity of Los Angeles by the small companies, and occa- 
sionally a special price was given to a large consumer in other parts 
of the Pacific coast territory by one of the large companies, as a rule 
the price advances announced by the Standard Oil Co. were main- 
tained. 

AOQUlsmoN OF PACIFIC OIL COMPAHT STOCK. 

The Standard Oil Co. (California) recently acquired, prior to 
November 25, 1921, something less than 20 per cent of the stock of 
the Pacific Oil Co., which was organized in December, 1920, to take 
over the extensive oil properties of the Southern Pacific Eailway. 

Upon information that the Standard Oil Co. (California) had 
acquired or was acquiring an interest in the Pacific Oil Co. inqui^ 
was made by the Commission of the Standard as to the truth of thiB 
report, to which inquiry K. E. Kingsbury, president of that company, 
replied in part as follows : 

A material part of the production from tlie lands owned by the Pacific Oil 
Oompat<7 l)as for man; years been delivered to our company under contract for 
nse in our reflneriea. With tbe knowledge that the control of Pacific Oil Gom- 
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pany was sought by foreign lutereets, wbich If effected would bave tudoabtedlr 
resulted in the loss of this oil to us, we deemed it important to further the 
maintenance of an American ownership of this company. We also knew that 
these same foreign interests, which operate in California, were also negotiating 
for an Interest In an important California oil company with which the? are In 
competition. These negotiations have since been conanmmated. 

In view of this situation, the Standard Oil Company (California) entered 
upon the acqutsition of a minority Interest of PaclQc Oil Company stock and 
. now owns less than twenty per cent of that stock. No purchases of tiie stot^ 
hare heen made by us for some months past 

Mr. Kin^bury's statement that " control of thq Pacific Oil Co. 
was sought Dy foreign interests," referred to the Royal Dutch-Shell 
group. 

Inquiry was made of the Royal Dutch-Shel! group by the Com- 
mission whether it had acquired or was acquiring any interest in the 
Pacific Oil Co., to which Gen. Avery D. Andrews, representative of 
(he Royal Dutch-Shell group, replied under date of November 28, 
1921, as follows: 

Beplylng to your telegram November twenty-first received twenty-second I am 
now authorized to state that the Dutch-Shell interests by wbich I mean Royal 
Dutch Petroleum Company of Holland and Shell Transport and Trading Com- 
pany of London and their subsidiary companies do not own and are not now 
acquiring Pacific OH Conqmny stock. 

The acquisition by the Standard of a 20 per cent interest in the 
Pacific Oil Co. is significant with respect to the control of the Pacific 
coast petroleum industry and competitive conditions therein. The 
Pacific Oil Co. owns slightly more than 50 per cent of the stock of 
the Associated Oil Co., which is an important factor in all branches 
of the petroleum industry of the Pacific coast. In 1919 the combined 
production of the Associated-Pacific Oil Co. interests in California 
was 18,444,000 barrels of crude petroleum, or 18.2 per cent of that 
for the entire State. During the same year, 1919, the Standard Oil 
Co. produced 26,484,984 barrels, or about 25.2 per cent of the State 
total. The combined production of these two interests in 1919 was 
over 43 per cent of the total crude petroleum output of California; 
while present indications are that their 1921 production will exceed 
60 per cent of the total crude output of California. 

COMPETITIVE CONDrrrONS IN THE TTNITED STATES. 

The production, refining, and marl^ting of crude petroleum and 
refined petroleum products in the entire country is controlled by a 
comparatively few companies and their subsidiaries. In 1919. 33 
companies produced almost 60 per cent of the total production of 
crude petroleum, 39 companies refined 85 per cent of the crude, while 
about 25 marketing companies sold the bulk of the petroleum prod- 
ucts marketed. T^e Royal Dutch-Shell group, one of the largest 
in the world, is the most important foreign factor in the domestic 
petroleum industry. They have producing and refining properties 
in the California and the Mid-Continent oil fields, and are now at- 
tempting to secure additional producing and refining interests in this 
country. In 1920 the Royal Dutch-Shell interests produced about 10 
per cent of the world's total production of crude petroleum and about 
23 per cent of that produced outside of the United Statea 
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The members of the Standard Oil group are the dominating factors 
in the petroleum business of practically ever; section of the United 
States. In 1919 companies now controlled by the Standard controlled 
23J per cent of the total crude petroleum production of the entire 
country, they operated about 68 per cent of the pipe lines, reBned 
almost 44 per cent of the total quantity of crude renned, while Stand- 
ard marketing companies were the dominating factors in both the 
domestic and export trade of the entire country. As in California, 
Standard crude petroleum purchasing and Standard marketing com- 
panies usually take the lead in announcing price change, while others . 
follow. 

Recently members of the Standard group have revived their for- 
mer poliCT of expansion through the acquisition of independent in- 
terests. The more important recent acquisitions include the Humble 
Oil & Befining Co., with large petroleum interests in Texas ; the Mid- 
west Refining Co., which gives Standard companies practically com- 
plete control of the rapidly expanding Wyoming petroleum industry ; 
a half interest in the Sinclair Fipe Line Co., and a half interest m 
the recently organized Sinclair Crude Oil Purchasing Co. These 
Sinclair intereets are important factors in the Mid-Continent field. 

The dominant position of the Standard group in the petroleum in- 
dustry of the United States is due not merely to the magnitude of .its 
various units with respect to production and capital investment but 
also because of its solidarity, arising apparently from an interlocking 
stock ownership, resting largely in the hands of a few great capi- 
talists, and its great financial resources and credit. 
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SCOPE OF REPORT. 

Section 1. Scope of Part II. 

This part discusses the methods of markefcing crude petroleum and 
petroleum products; the distribution of fuel oil and refined products 
in the domestic and export markets by the large marketers; the 
prices of crude p^roleum, fuel oil, and the principal refined prod- 
ucts; and competitive conditions, including evidence of agreement on 
prices among marketers in the Pacific coast territory. Part I of 
this report discussed the sources of supply of crude petroleum for 
the United States and for the Pacific coast territoir, the organiza- 
tion, afiiliations, investments, and earnings of the large integrated 
companies which dominate the petroleum business of the Pacific 
coast ; the cost of producing and earnings for crude petroleum pro- 
ducers in California; the costs and earnings for the refining and 
pipe-line departments of the large integrated companies; and gave a 
general survey of the profitableness of the producing and refining 
departments of the petroleum business for the entire country dur- 
ing 1919. 

Section 2. The Pacific coast territory. 

The marketing territory in which the principal petroleum products 
produced in California are distributed includes the States of Ari- 
zona, California, Nevada, Oregon, Washington, and a small part of 
western Idaho; however, California lubricating oils are distributed 
over a much wider area, while eastern lubricants are regularly sold 
in competition with the California product throughout the Pacific 
coast territory. The cost of transportation is so great from other oil 
fields that under normal price conditions even the refiners in the 
Mid-continent and Eocky Mountain regions can not successfully com- 
pete with California refiners, except with respect to lubricants, in 
any part of this territory ; but on several occasions when there has 
been a wide difference in prices, shipments have been made from 
California to the Kocky Mountain and Mid-continent marketingter- 
ritories, or from these sections into the Pacific coast territory. Dur- 
ing recent years the California Petroleum Exchange (see p. 109) has 
occasionally shipped gasoline and engine distillate from southern 
California into New Mexico, Utah, and Montana, and in some cases 
as far east as West Virginia, in order to prevent an accumulation of 
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suc^ products in southern California. In addition to supplying the 
home territory, shipments are regularly made to Alaska, Hawaii, and 
the Philippines, while exports are made principally to British Co- 
lumbia, Panama, Chile, and the Orient. 

While petroleum products, such as gasoline, kerosene, and fuel 
oil, are regularly distributed in the States named above, the Stand- 
ard Oil Co. is the only California company that sells throughout this 
entire territory. The Standard Oil Co. and the Union Oil Co, are 
the only large companies that made sales of petroleum products in 
Arizona during the period 1914r-June 30, 1919, while the Standard 
and the Shell companies are the only ones that sold in western Idaho. 
The territory designated as the domestic territory of the Pacific 
coast petroleum industry includes the area in which the Standard Oil 
Co, (California) confined its sales when it was a subsidiary of the 
Standard Oil Co. (N, J.) prior to the dissolution in 1911. This terri- 
tory is outlined on the map opposite page 130. The areas in which the 
various members of the Standard Oil group sell gasoline and kero- 
sene at retail and by tank wagon are shown on this map, and It also 
shows the, location of the petroleum refineries owned or controlled 
by Standard companies. Tne names of the cities and towns in which 
the refineries are located is shown in Appendix Table 16. 
Section 3. Sources of information. 

The data regarding the quantities of crude petroleum and petro- 
leum products purchased and sold by the five large companies, the 
information concerning their methods of marketing fuel oil and re- 
fined petroleum products, the market prices for crude petroleum, 
fuel oil, and the principal refined products, and the areas in which 
these products are sold, were obtained directly from the records of 
the large marketing organizations by examiners of the Commission, or 
were furnished by the companies. The information concerning the 
territory in which the members of the Standard Oil group sell gaso- 
line and kerosene at retail and by tank wagon was secured by cor- 
responding with the different companies. Tne facts regarding com- 
petitive conditions and price agreemeents were almo£ all secured 
from the files of the marketing companies, the records of associations 
and interviews. 
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MARKETING CRXJDE PETROLEUM AND FUEL OIL. 

Section 1. Harketii^ crude petrolenm. 

Part of the crude petroleum produced in California is sold for fuel- 
oil purposes without refining, while the remainder is consumed by 
petroleum refiners. The crude sold for fuel purposes is distributed 
throughout the same territory in which refined products are sold, 
while that used by refineries is refined within the State. The 
crude petroleum producing districts of California are so far removed 
geographically from other crude-producing sections of the United 
States that there is no competition from refiners outside of Cali- 
fornia for this crude petroleum, while refiners in California have 
been wholly dependent upon production within the State for their 
supplies. Consequently there may be an overproduction or shortage 
of crude petroleum in California at a time when conditions are just 
the reverse east of the Rocky Mountains. 

The crude petroleum not produced by the large producers, viz, 
the Standard Oil Co, (California), the Union Oil Co. of California, 
the Associated Oil Co., the Shell Co. of California, and the General 
Petroleum Corporation is largely purchased by them and is usually 
sold at the producers' tanks in the oil fields to the purchasing 
company, 

mien a producer first sells crude petroleum, or when new wells 
are brought in, the pipe-line company transporting the crude 
connects the producer's tanks with its gathering lines. In prac- 
tice many small producers are limited to one purchaser because 
only one pipe-line system is available, ^Vhen a producer has a tank 
full of crude petroleum ready to deliver to the pipe-line company 
he notifies the company's gauger, who, after gauging the contents of 
the tank, opens the valve that permits the crude to flow, or to be 
pumped, from the tank into the gathering line. Later, after the 
tank has been emptied down to a certain point, the valve is closed, 
thereby " cutting out " the tank from the gathering line ; then the 
tank is gauged again and a ticket is issued showing flie height of the 
crude in the tank at each of the gauges. This ticket serves also as a 
receipt for the producer. The quantity of crude petroleum taken is 
determined by reference to tank tables, carefully computed from 
actual measurements, which show the cubical contents of any tank 
for every difference in height in graduations of a quarter of an inch. 

The crude run into gathering Tines carries more or less sediment. 
Usually the purchasing company makes a deduction of 3 per cent 
from the total quantity to cover any water or sediment in the crude 
run from the producer's tanks. Particularly, for purchases of large 
quantities, and where the crude petroleum is known to contain a very 
large proportion of water and sediment, additional deductions are 
made based on centrifugal tests. As crude petroleum expands on 
being heated, adjustments are made to cover changes in quantity due 
to differences in temperature. 

Under the system of purchase and sale of crude petroleum in 
California, practically all crude is purchased on contract. The fol- 
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lowing stipulations, which are usually contained in a crude petro- 
leum contract, deserve special mention: The life of the contract 
runs from one year and upward; the quantities to be delivered 
usually cover the total output produced in a specified area subject 
to a maximum limit; the deliveries are to be made from the tankage 
of the producer into the pipe line of the purchaser, which pipe line 
jcted with the producer's tanks. If no definite quantity of 



crude petroleum is stipulated for delivery, a special clause is usually 
inserted in the contract obligating the producer to operate his prop- 
erty in good faith and with reasonable diligence. The character of 
the crude is determined from samples which are taken from time to 
time. It is usually provided that the t«sts are to be made in the 
presence of the producer or his representative. As a rule, since 
1914, the price has not been fixed in tne contract, but is stipulated to 
be the market price which obtains at the time the crude petroleum 
is run into the pipe line. Very frequently it is specified that the 
price which the purchaser offers to other producers, that is, the 
market price, is to be applicable to the crude bought under the con- 
tract. This latter provision constitutes a regular feature of the 
crude petroleum purchase contracts that the Standard Oil Co. (Cali- 
fornia) enters into with the producers. 
Section 2. Uarketing o^^anizatioiiB. 

Importanob op iaroe companies. — The bulk of the crude petroleum 
sold by producers to marketing companies during the period 1914- 
June 30, 1919, was purchased by the Associated Oil Co., the Genera! 
Petroleum Corporation, the Shell Co. of California, the Standard 
Oil Co. (California), and the Union Oil Co. of California. In the 
case of the Associated Oil Co., the Shell Co., and the Union Oil Co., 
the purchase of crude petroleum is under jurisdiction of the execu- 
tive departments; the producing department makes such purchases 
for the General Petroleum Corporation, while the pipe-line depart- 
ment of the Standard Oil Co. handles crude purchases. As already 
shown in Part I of this report, these five companies produced almost 
53 per cent of the total production of the State in 1919, and when 
iheir purchases are taken into consideration they handled most of the 
crude petroleum produced in California. The production of these 
companies, their purchases and the proportion of the State's total 
production handled by them are shown in the following table : 
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The combined production and purchases of the five large com- 
panies increased from about 76 per cent of the State's total produc- 
tion in 1916 to 80 per cent in 1918. The Southern Pacific Co. and 
Santa Fe Railway produced or purchased for their own consumption 
about 14 per cent of the total production in 1916 and 1917 and about 
12 per Qent in 1918. This left only a little more than 11 per cent for 
the small refiners and other purchasers in 1916 and about 8 per cent 
in 1918. 

Cooperative belling agencies. — The Independent Oil Producers' 
Agency, a cooperative organization in which membership is confined 
to producers, was organized in 1904 by producers in the Kern River 
field. Each member is required to own stock in the organization and 
is limited to one share. The members obligate themswves to deliver 
their entire output of crude petroleum for a term of years to the 
organization, which in turn agrees to sell the crude at the highest 
market price. Prior to the organization of the agency the price of 
crude petroleum in the Kern River field was 10 to 11 cents per bar- 
rel and there were inadequate transportation facilities, both in the 
form of tank cars and pipe lines. Upon its formation the agency 
succeeded in selling the crude petroleum controlled by it to some 
marketing companies at 16 cents a barrel. It was the policy of this 
organization to sell its crude on contracts that would run for a 
period of two years or more- For some time it considered building 
its own pipe fine, but was not successful in raising the necessary 
capital. 

Later a smaller cooperative selling organization, the Coalinga Oil 
Producers' Agency, was formed among the small producers m the 
Coalinga field. The producing properties of the Coalinga- Oil Pro- 
ducers' Agency were located in the Coalinga field, and those of the 
Independent Oil Producers' Agency were distributed in the Mc- 
Kittrick, Midway, and Kem River fields. In 1909 arrangements 
were made by the Independent Oil Producers' Agency and the Coa- 
linga Oil Producers' Agency with the Union Oil Co., whereby the 
latter was to build a pipe line from their respective oil fields to Port 
Harford, Calif. The members agreed that certain quantities were 
to be shipped through this pipe line, and the Union Oil Co. -in turn 
undertook to transport the crude at a fixed price. In the spring of 
1910 the two agencies combined into one organization under the 
name of the Independent Oil Producers' Agency. 
Section 3. The A^reacy-Traion contracts. 

Soon after transportation arrangements were effected another 
contract was entered into between the Independent Oil Producers' 
Agency and the Coalinga Oil Producers' Agency with the Union Oil 
Co., whereby the Union was made the exwusive sales agent for all 
the crude petroleum marketed excepting that used for the manufac- 
ture of asphaltum. This contract was dated June 24, 1909, and was 
to take effect on February 1, 1910, and to terminate on February 1, 
1920, The execution of this contract was made contingent upon the 
completion of the transportation arrangements entered into pre- 
viously, as shown by a clause in the sales agreement tiiat reads as 
follows ; 
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Id case Iqr aay reason, tbe work of constructing said pipe line sTStem from 
Port Harford to said Midway, McKlttrick, Kern Klver and Coalinga OH Fields 
ia not commenced on or before September 1, 1909, and thereafter prosecuted 
with diligence to completion, this agreement aliall be cancelled and shall abso- 
lutely ceese and terminate. 

The pipe line in question was constructed and the sales contract 
was consummated, tailing effect on February 1, 1910. 

On June 1, 1917, a new marketing agreement was entered into 
between the Union Oil Co. and the Agency, This contract provided 
that it was to become effective immediately upon the termination 
of the first contract which was to expire on February 1, 1920, and 
was to run for a period of 5 years, terminating December 31, 1924. 
Under this contract the Agency agrees to use its best endeavors to 
maintain the aggregate daily production from the lands operated 
by its members to the maximum producing capacity and to take all 
. necessary steps for development work, pumping, and drilling on the 
oil lands owned or controlled by its members. The contract also 
specified the class of crude covered by the agreement, which brings 
under its provisions all crude which is not of greater value for 
refining purposes than for fuel, road purposes, and other uses, and 
it includes the fuel residuum of refineries but does not cover that 
used in the manufacture of aaphaJtum. The Union Oil Co. under- 
takes to sell all the crude petroleum thus delivered to it at the most 
advantageous price, such sales to be made either on contract for 
deliveries at various times or for immediate deUveries as deemed 
most advantageous at the time. All crude betroleum not delivered 
or sold is to iS held in storage tanks of the Union Oil Co. subject to 
field storage charges. As compensation for this service and for 
guaranteeing payment the Union Oil Co. is to be paid 10 per cent 
of the net amount received for all crude petroleum sold during any 
given month. The net amount is determined by deducting from the 
gross proceeds all amounts due for (1) transportation of crude 
petroleum and (2) the cost of storage, including insurance. The net 
amounts minus the 10 per cent commission are then turned over to 
the Agency and prorated between its individual members. 

A supplemental agreement was entered into between the Agency 
and the Union Oil Co. about the same time as the new marketing 
agreement was formed, whereby the members of the Agency were 
given the option of selecting on the 1st day of January and on 
the 1st day of July of each year, for the subsequent six months, the 
current market price as a base of settlement with the Union Oil Co. 
instead of the net proceeds as defined in the new marketing contract. 

The members expressing their consent to the exercise of this 
option are designated as "consenting producers." In brief, the sup- 
plemental agreement provides that m case the market price in any 
given month shall be found to be greater than the producers' net 
proceeds, then the Union Oil Co. " shall pay to the Agency a lump 
sum for the benefit of the consenting producers (to the exclusion of 
all other Agency members) equal to the amount of the difference 
between the producers' net proceeds and such market price for the 
crude petroleum sold during the month for which settlement is be- 
ing made and for which the consenting producers are entitled to 
receive returns." On the other hand, should the market price be 
found to be lees than the producers' net proceeds, then the Agency 
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undertakes to pa^ to the Union Oil Co. a lump sum equal to the 
amount of the difference between the producers^ net proceeds and 
the market price for the oil sold during the month. 

The following definition of market price is given in the supple- 
mental agreement : 

By ttie term " Market Price," as herein used fs meant the fair Market Price 
whlcb shall be freely and currenUy paid, and generally ofTered to be paid by 
the large Oil Marketing Goncema, for fuel oil at the wells, to the OH Pro- 
ducers in the San Joaquin Valley Oil Fields, for fuel oil of like quality and 
character as that covered by this contract, and In large quantitleB. Said term 
" Market Price " is not, however, intended to mean, or to be established by 
the price paid by cooBumera purchasing fuel oil in such <Al fields. 

Section 4. Hembenhip and aalea of Agency. 

During the period 1914^-1919 the members of the Independent Oil 
Producers' AgenCT sold from 7,12S,000 to 8,015,000 barrels of crude 
petroleum annually through the Union Oil Co. under the contracts 
described above. The number of producers holding mranhership in 
the Agency, the quantity of crude petroleum sold, and the average 

erice paid to the members by the Agency under its contract with the 
^nion Oil Co. is shown in the following table : 

Table 2. — Nnmtier of meinberg, qu(mUty of criide petroleum- sold, average otwiwd 
price paid members by the Independent Oil Produc^g Asgociation, per barrel 
of 42 gaiUmfr, I91i^l91ff. 
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From 1914 to 1916, inclusive, the price received by the Agency 
members was the sale price less a 10 per cent sales commission to the 
Union Oil Co. and a small deduction to defrajr the Agency expenses. 
As already stated, a new contract was entered into, effective January 
1, 1917, which allowed the members to elect, on the 1st of January 
and July of each year for the subsequent six months, the current 
market price for crude petroleum at the wells as a basis of settlement 
instead of the net proceeds as defined in the new contract (see p. 22). 
In 1914 and 1915 there was an overproduction of heavy crude petro- 
leum in California and prices were low, while be^nning with 1916 
demand exceeded current production and prices advanced rapidly. 
During 1916 and 1917 the average annual receipts per barrel were 
lower than the annual average price of heavy crude pebxileum on 
account of deliveries on contracts made when prices were low. 
Sectioa 6. Cmde petroleum and fuel oil exchai^eB. 

Nature of exchanges. — The practice of exchanging crude petro- 
leum of the same or different qualities is very prevalent among the 
large marketing and producing companies in California. This cus- 
tom is peculiar to the petroleum industry of that section. There are 
three economic reasons for the development of this practice, viz, 
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(1) the completeness of the integration, of the producing, transport- 
ing, refining, and marketing departments of the large companies in 
California; (2) to facilitate handling and to economize in transporr 
tation expense; (3) the production in California of both heavy crude 
petroleum which can be used directly for fuel purposes and of light 
crude which must be refined. The integrated companies, 'which are 
enraged in producing, transporting, and refining crude petroleum, 
exchange large quantities with each other and with large crude 
producers that are also consumers of fuel oil. As an illustration of 
the saving in transportation expense, the Standard Oil Co. has de- 
livered crude produced in southern California to the General Petro- 
Jeum Corporation for use in the latter's refinery at Vernon, in the 
vicinity of Los Angeles, and received from the General crude petro- 
leum produced in the San Joaquin Valley fields, which are reached 
by the former company's northern pipe lines running to the Standard 
refinery at Richmond. Exchanges on account of economy in trans- 
portation ape important because the producing activities of the large 
companies extend to all of the oil fields, and in some cases part of a 
given company's crude production is not contiguous to its marketing 
center or refineries, and furthermore, occasionally the pipe lines of 
a company do not furnish a convenient means of transportation for 
certain crude petroleum, while this crude could be handled ad- 
vantageously by another company. Regarding exchanges on account 
of the qualities of crude petroleum, the Standard Oil (5:i. has had an 
arrangement with the Southern Pacific Co.^ whereby it delivered fuel 
oil residuum in exchange for light crude petroleum produced by the 
latter company. The practice of exchange virtually partakes of the 
character of a purchase transaction, in that one company acquires 
ownership of certain quantities of crude petroleum at a stipulated 
price. The feature that distinguishes this transaction from a regular 
purchase is that settlement is not to be made in money, but in kind. 

Importance of exchanges. — The quantity of crude petroleum ex- 
changed between the large companies in California has been large 
during recent years. As the demand for lighter grades of crude 
petroleum has increased and the market price for such grades has 
shown a greater increase than for the heavier grades, the practice of 
exchanging refinery residuum for the light crudes and even for 
comparatively heavy crudes has become more important. The fol- 
lowing table indicates the importance of exchange transactions : 
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The Commission does not have information aB to the quantities 
exchanged by the Union Oil Co, Represfflitatives of the Shell Co. 
stated that their company did not exchange heavy crude for light 
crude. During the period covered by this report the production 
of the Shell Co, was practically all in the Coalinga field and was 
accessible to its own pipe lines. 

Exchange contkacts. — The exchange arrangements between the 
large companies are usually made on a contract basis covering a 
period of from a few months to several years. Some contracts have 
no time limit and are subject to cancellation upon short notice. The 
contracts stipulate the terms upon which the exchange is to be made, 
such as the time of settlements, the place of delivery, the grade of 
crude petroleum, and the price at which it is to be taken in exchange. 
In some contracts the price is not taken as the determining basis for 
the quantities of crude to be delivered in exchange for the crude 
received, such transactions being strictly on a quantitative basis. 

The more important features of the different contracts are shown 
in the following excerpts. One of the exchange agreements between 
the Standard Oil Co. and the Associated Oil Co., dated December 
29, 1917, contains the foiiowing : 

The Standard Oil Company will deliver to your pipe lines in the Santa 
Maria Field at a mutually satisfactory point, the qaantity of oil now In 
taokage of the Standard OH Company at its Orcutt Station. The Standard' 
Oil Company shall not be bound to deliver said oil to the extent that it may 
be destroyed by flre, collapsing of tanlts, leakage or other cause. In payment 
for said oil the Associated Oil Company will deliver to the pipe lines of the 
Standard Oil Company In the Lost Hills Oil Field, at a mutually satisfactory 
point, a Quantity of crude oil produced on Section 19-26-21 at a value equtya- 
lent to the value of tie total quantity of oil delivered by the Standard Oil 
Company to the Associated Oil Company. 

It Is understood that the value of the oil, ut all times during the period of 
this agreement, are the values as expressed in the prices offered by the Stand- 
ard Oil Company from time to time to producers in the San Joaquin Valley 
Fields, and If there should, at any time during the period of this agreement, 
be a change in the prices offered by the Standard Oil Company, the balance 
existing In favor of either party at the time said price change becomes effec- 
tive, will be exhausted by deliveries from the other party on the basis of the 
prices offered by Standard Oil Company during the time such balance was 
accumulated. 

The following excerpt from an agreement, dated December 23, 
1918, between the Shell Co. of California and the Associated Oil 
Co. covers an exchange of fuel oil at different points: 

Beg to advise you that until otherwise notified we will exchange oil with 
your company by advancing not to exceed 1,500 bhls. of net oil per day to yon, 
delivered Into your bar^s or ears at our Llnnton. Oregon, plant, and you to 
credit us in yonP Martinez tanks with an equal quantity to be delivered 
without further charge, f. o. b. our vessels or cars at Martinez. 

Section 6. SiBtribtition of fael oil. 

Methods of distkibotion. — Tame steamers, barges, tank cars, and 
tank trucks and wagons are used quite extensively in delivering fuel 
oil to the consumer. Fuel oil is shipped to consumers at interior 
points in tank cars, and to consiuners on navigable waters in tank 
steamers or barges. Consumers at interior points in Oregon and 
Washington are served by shipment in tank steamers to Portland 
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or Seattle, where the fuel oil is transferred into tank cars and for- 
warded to final destination. To consumers whose plants or storage 
tanks are not located near railroad tracks or wSarves, deliveries 
are made bj tank trucks or tank wagons. 

Principal ubbh. — Fuel oil is used as fuel principally by railroads, 
steamships, public utilities, and industrial plants, such as manufac- 
turing, mining and smelting, and for domestic heating purposes. 
Part of the fuel oil is supplied by heavy crude petroleum just as it 
comes from the well. The remainder, which at present probably 
amounts to about 60 per cent of the total, is supplied by the residuum 
from the refineries. Industrial plants were the largest consumers 
of fuel oil sold by the large marketing companies during the period 
1814-June 30, 1919; they consumed about one-third of the total re- 
ported, and railroads were second with about one-fourth of the 
total. 

The following table shows the proportion of the fuel oil sold by 
the five large marketing companies used for certain specified pur- 
poses from 1914 to June 30, 1919 : 
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The above table covers only the sales of the five large marketing 
companies. Sales of fuel oil to industrial concerns constituted the 
largest proportion of the total quantity sold bjj them for eacl^ year 
of the period 1914r-June 30, 1919, while the railroads were the sec- 
ond largest customers, but when both the production and purchases of 
the Southern Pacific and Santa Fe Railroad companies are consid- 
ered, the railroad consumption of fuel oil exceeded that of any other 
class of customers. 

Domestic sales. — The crude petroleum produced in California, 
except that consumed for fuel purposes, is refined within the State, 
while the refinery residuum and crude petroleum sold directly as 
fuel oil is distributed throughout the entire Pacific coast marketing 
territory and is sold for export. The total quantity of domestic sales 
and the quantity distributed by States and Territories for the period 
1914-1919 is shown in Appendix Table 1. Complete information is 
shown for the Associated Oil Co., the Standard Oil Co., and the 
Union Oil Co. for the entire period 1914r-1919, while for the General 
Petroleum Corporation such information was obtained from July 1, 
1916, to the end of 1919, and for the Shell Co. for 1919 and 1919. 
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The total quantity of fuel oil sold in the domestic market, induding 
Alaska and Hawaii, by the above-named companies and the pro- 
portion sold by each in 1918 and 1919 is shown in the following table : 
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The Standard Oil Co. was the largest distributor ; in 1918 it sold 
over 30 per cent of the combined total for the five companies and in 
1919 about 27 per cent. The Union Oil Co. ranked second with 23 
per cent each year, while the Associated Oil Co. had 22.5 per cent in 
1918 and almost 22 per cent in 1919. The General Petroleum Cor- 

? oration showed a large increase in 1919, its proportion increasing 
rc«n about 13 per cent in 1918 to over 19 per cent in 1919, while the 
proportion sold by the Shell Co. decreased from about 11 per cent in 
1918 t« about 9 per cent in 1919. 

In 1918 the domestic sales of fuel oil by these five companies were 
equivalent to 66 per cent of the total production of crude petroleum 
on the Pacific coast. Thus a total of 57,163,860 barrels of fuel oU 
was sold by the five large marketers in the Pacific coast territory, 
including Alaska and Hawaii, while the entire crude production of 
the State was 101,637,870 barrels. In 1919 the domestic fuel-oil sales 
of the five large marketers were equivalent to almost 54 per cent of 
the total crude petroleum production of California. In addition to 
the sales of fuel oil W the companies listed above, the Southern 
Pacific and Santa Fe Bailroads used large quantities, and the small 
refiners in Southern California sold some crude petroleum and 
.residuum for fuel purposes. Probably the equivalent of 70 per cent 
of California petroleum consumed in 1918 and 1919 was sold for 
fuel-oil purposes in the domestic market, and in addition over 7 
per cent was exported. 

Distribution by States. — During 1918 the Standard Oil Co, dis- 
tributed fuel oil in every State of the Pacific coast territory, the 
Associated Oil Co. sold in every State except Idaho, the Union Oil 
Co. and the General Petroleum Corporation made sales in al! of the 
territory excepting Nevada and Idaho, and the Shell Co. in all but 
Washington and Idaho. The General Petroleum Corporation did 
not sell in Hawaii, while the Shell Co. did not make any sales in 
either Alaska or Hawaii. The quantities and proportion of the 
combined sales made by each of the five large marketers are shown in 
Appendix Table 1. The following table shows the proportion of 
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the combined quantity of fuel oil sold by each of the five large 
marketing companies, oy States, in 1918: 
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In 1918 the Standard Oil Co. had the bulk of the fuel oil business 
in Arizona, Nevada, and Washington, its proportion of the total 
ranging from 42 per cent to almost 75 per cent, out the quantity sold 
in these States was relatively small. The Union Oil Co. had the 
largest sales in California, its proportion being 25 per cent as com- 
pared with 23 per cent each for the Standard Oil Co. and the As- 
sociated Oil Co. The Associated Oil Co. had the largest proportion 
of the sales in Oregon, its proportion in 1918 being 42.6 per cent as 
compared with 22.5per cent for the next highest comjiany, 

EsPoET SALES. — TTie Standard Oil Co. and the Union Oil Co. ex- 
ported 99 per cent of the total quantity of fuel oil exported by the 
five large companies in 1918 and 95 per cent in 1919. The quantity 
and proportion exported by each company is shown in Appendix 
Table 1. In 1918 exports constituted about 12 per cent of the total 
quantity of fuel oil sold by the five large companies and in 1919 
slightly more than 11 per cent. The domestic and export sales com- 
bined were equivalent to almost 64 per cent of the total quantity of 
crude petroleum consumed in 1918 and about 60 per cent in 1919. The. 
relations between the domestic and export sales of the five principal 
marketing companies for 1918 and 1919 are shown in the foHowing 
table : 



Tabu! 7. — ^Proportion of domestic and export tales of fuel oil for the five large 
marketing companies in 1918 aftd 1919. 
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There was a decline in the proportion of fuel oil exported by the 
Standard Oil Co. in 1919 as compared with 1918. In 1918 it was 
about 17 per cent and in 1919 only a little over 10 per cent. The 
Union Oil Co. shows a decline of aoout 3.5 per cent in 1919 as com- 
pared wiflh 1918, while the Shell Co. had no exports in 1918 and 
i per cent in 1919. The fuel-oil exports of all companies declined 
from 7,864,116 barrels in 1918 to 6,877,263 barrels in 1919, which was 
a decrease of about 13 per cent. Appendix Table 1 shows additional 
information for certain companies prior to 1918. 

As already stated, the Standard Oil Co. and the Union Oil Co. 
exported practically all of the fuel oil exported from California in 
1918 and 1919. Information segregating the quantities sold in the 
domestic and export markets was obtained from the Standard, Union, 
and Associated Oil companies for 1914r-1919, from the General Petro- 
leum Corporation for July 1, 1916-1919, and from the Shell Co. for 
1918 and 1919. These exports are shown by companies in Appendix 
Table 1. The following table shows the combined domestic and ex- 
port sales of these companies for the period 1914^1919 : 

Table 8, — Combined guantitics and proportion* of the sales of fuel oil by the 
large California marketing companies, in the dameatic and eirport markets, 
1914-1919. 
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It appears that the Shell and the General were not important fac- 
tors in the export market prior to 1918, hence the above statistics 
for exports show quite accurately the export situation on the Pacific 
coast trom 1914^1919. In the domestic market both the Shell and 
the General were important factors throughout the entire period; 
therefore, it appears probable that if complete reports were available 
covering domestic and export sales for these companies for the entire 
period, the proportion of exports would have been about the same 
for each year of the x>eriod 191i-1919. 
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PRICES OF CRUDE PETROLEUM AND FUEL OIL. 

Seotion 1. Bana and source of price informatioii. 

Basis or information. — This chapter presents the posted or field 
market prices for Cftlifomia crude petroleum and the wholesale 
market price for fuel oil; the former covers the period 1910-1921 
and the latter 1914-1920. The market prices for California crude 
petroleum which are presented in this chapter are those announced 
or posted by the Standard Oil Co. for the purchase of crude at the 
producers' tanks in the different oil fields. As already stated, there 
are five large crude petroleum purchasing companies in California — 
viz, the Associated Oil Co., the General Petroleum Corporation, the 
Shell Co. of California, the Standard Oil Co. (California), and the 
Union Oil Co. of California. The Standard Oil Co. is the principal 
factor and its prices are generally followed bi^ the other purchasers. 

Up to the latter part of 1914 the market price of crude petroleum 
in California was the price paid for crude on current contracts. 
As a rule the price paid for crude on old contracts did not change 
with the market price, but was fixed for the term of the contracts, 
although in some cases the price was voluntarily raised for purchases 
imder contracts when the market price advanced. Since late in 1914 
the contracts for crude petroleum have fixed the terms and quanti- 
ties, while the prices paid have been the current market prices. 

The market prices of fuel oil are those quoted by the large mar- 
keting companies on current contracts of sale. Usually this price 
is fixed for the period of the contract, but in recent years it has 
become common to make the fuel oil contract price on a sliding scale 
based upon the market price of heavy crude petroleum at the pro- 
ducer's tank in the oil field or upon the seller's current maritet price 
for fuel oil at the time of each delivery. The fuel oil prices are those 
quoted for delivery in tank cars at the seller's plant or in tank 
steamers at the principal fuel oil markets. 

SouHCEs or PRICE INFORMATION. — The priccs for California crude 
petroleum presented in this chapter are those announced or posted 
by the Standard Oil Co. for the purchase of crude at the producers' 
tanks in the different oil fields and were secured from reports of this 
company to the Commission and from the Standard Oil Bulletin, a 
monthly journal published by the company. The fuel oil prices 
were furnished by the companies, excepting those for the last few 
months in 1920, which were taken from trade journals. 

Priogs based on Standard Oil QuOTATioNa.-:-A practice of great 
significance that had become established in the Pacific coast petro- 
leum industry is that of basing contract prices for crude petroleum 
upon the market price as announced by the Standard Oil Co., and 
of providing that -an increase or decrease in the Standard's an- 
nounced price during the life of the contract shall cause a corre- 
sponding change in the prices paid under the contract. The practice 
of making such contracts is quite general for the purchase of crude 
petroleum and also in the sale of fuel oil, and such contracts are 
made to some extent for the sale of other petroleum products. The 
significance of this practice is that a price change by the Standard 
automatically causes the same change in the prices of other com- 
panies. Even the Union Oil Co., which is the second largest market- 
30 
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m§ company in California, agrees to pay the " published schedule 
prices offemd by the Standard Oil Co." for the royalty portion pur- 
chased from the owner on oil lands which it leases, and the prices 
which it pays members of the Independent Oil Producers' Agency 
are also based on the Standard's announced prices. 
Section 2. Production, oonsnmptioii, stooka, and prices. 

The relation between the supply of and demand for crude petro- 
leum is indicated by the quantities of crude held in atora^. As the 
demand for refined petroleum products and fuel oil has increased, a 
stock of crude petroleum, which would have indicated an overpro- 
duction in California in 1914, might be inadequate at a later date; 
for example, in 1918 and 1919 the quantity held in storage remained 
practically constant, yet prices were materially advanced. 

Prior to 1920 the year of largest production in California was 1914, 
with an output of over 103,000,000 oarrels. The consumption during 
1914 was almost 93,000,000 barrels, leaving a surplus of about 
10,000,000 barrels, which, added to the enormous quantity in storage 
at the beginning of the year, gave a total at the end of the year of 
more than 58,500,000 barrels. This overproduction, together with 
the enormous stocks, caused a reduction in the annual average price 
from $0.39 in 1914 to $0.36 a barrel during the following year for the 
low-grade crude under 18° Baum^, which was then about 60 per cent 
of the total production. The light crude was only a little higher 
in price, the price for 24° Baume, a representative grade, aveniging 
only $0,41 per barrel in 1915. There was a decline in consumption of 
about 2,000,000 barrels, which resulted from the loss of foreign mar- 
kets during the first part of 1915 on account of the war. During the 
next two years the war d^nands of the allied nations increased the 
consumption to nearly 105,000,000 barrels in 1916 and to almost 
109,000,000 barrels in 1917, In response to this increasing demand, 
production was also increased during these two years, but to a much 
less extent, so that the accumulated stocks were drawn upon heavily, 
decreasing to about 44,000,000 barrels at the end of 1916 and to about 
32^,000 barrels at the end of 1917. 

During 1918 and 1919 war demands first declined and then ceased, 
so that consumption was much smaller, while production continued to 
increase, being over 101,000,000 barrels in both years. Notwith- 
standing the increase in consumption it still exceeded production by 
about 2,000,000 bajrels for the two years. In 1920 both production 
and consumption were greater than ever before, production being 
almost 106,000,000 barrels, while the consumption reached the record 
total of nearly 114,000,000 barrels. This caused a reduction of over 
8,000,000 barrels in stocks, which declined to 22,240,000 barrels, or 
only 38 per cent of the quantity held in storage at the end of 1914. 
During 1921, 114,849,924 barrels were produced, while the consump- 
tion was 102,068,283 barrels. With the increasing consumption and 
the decreasing stocks, the market prices increased in 1916 and for each 

^ear thereafter until in 1920 the prices of the crude under 18° Baum^ 
ad increased 357 per cent over 1914, while the 24° Baume grade had 
increased 242 per cent. While there was a radical decline in the prices 
of crude petroleum in all oil fields east of the Eocky Mountains in 1921, 
the 1920 prices were maintained in California until May 13, when the 
prices of all grades were reduced $0.25 per barrel. On August 3, 
1921, a second reduction in the prices of all grades was announced. 
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Ab already stated, a considerable portion of the crude petrolenm 
produced in California has been sold for fuel oil purposes without 
reSning. California is the only oil-producing State in tiie United 
States where crude petroleum has been used directJy for fuel pur- 
poses, excepting in smaU quantities, which have been consumed in the 
oil fields. The consumption of fuel oil in California has been one of 
the most important demand factors, and including the quantity ex- 
ported was equivalent to approximately 77 per cent of the total crude 
production in 1918 and 1919. The total quantity of crude petroleum 
produced annually can be quite accurately obtained from tne annual 
consumption and storage statistics. The following table shows the 
production, consumption, and stocks in barrels, the storage supply in 
months, and the average prices of representative grades of crude 
petroleum, by quarters, for the period 1910-1921, while similar in- 
formation, with index numbers, is shown in Appendix Table 2 : 

Table 9, — Qvarlerlp proAuctUm, consumption, stockg, and average pricet of rep- 
retentative grades of crude petroleum, in ttarreU of 42 gallonB, and ttarage 
supply in termn of monthly consumption, 1910-1921. 
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Production increased rapidly from 1910 to 1914; from 1915 to 
1917 there was a pronounced decline, which was followed by an 
increase in 1918 ; in 1919 there was a slieht decline from the total 
for the previous year, which was followed by a substantial increase 
in 1920; while during 1921 the record production was 114,849,924 bar- 
rels. The production in 1910 was about 78,000,000 barrels, while that 
for 1921 was almost 114,850,000 barrels, a gain of approximately 47 
per cent. 

The consumption varied from a little over 66,500,000 barrels in 
1910 to almost 114,000,000 barrels in 1920, after which it declined to 
102,068,000 barrels in 1921, due to the general business depression. 
The decrease in 1914 and 1915 was caused by the closing of important 
foreign markets to American petroleum products during the first year 
of the war, and the increase in 1916 and 1917 was the result of the in- 
creasing war demands of the Allies and the United States. The de- 
crease to 102,000,000 barrels in 1918 resulted from a gradual decline in 
war demands after May, and the close of the war early in November. 
The increase to nearly 103,000,000 barrels in 1919 and to almost 
114,000,000 barrels in 1920 was called by a revival in industrial 
demand, which began in the summM- of 1919. During 1921 consump- 
tion was 102,068,000 barrels. The increase in consumption from 1910 
to 1921 was 53 per cent. 

At the end of 1910 there were about 31,000,000 barrels of crude 
petroleum held in stora^, as compared with about 19,700.000 barrels 
on December 31, 1909. The rapid accumulation of stocks, which began 
during the second quarter of 1910, continued uninterrupted, until 
at the end of 1914 there were over 58,500,000 barrels in storage. The 
highest quarterly total was at the end of March, 1915, when almost 
60,800,000 barrels were held in storage. Beginning with June, 1916, 
there was an uninterrupted decline in stoc£ to the middle of 1918. 
During the next year and one-half there was a fluctuation in the 
quantity held in stora^ without any material change at the end of 
1919 as compared with the middle of 1918, while during 1920 
stocks were rapidly depleted, until ordy 22,240,000 barrels were in 
storage at the end of the year. At the end of 1920 stocks were 14 . 
per cent larger than at the end of the first quarter of 1910. The 
record production during 1921, accompanied by a decline in consump- 
tion, caused an increase to 35,022,000 barrels, or a gain of over 
12,780,000 barrels. The changes in production, consumption, and 
stocks by quarters are graphically shown in Chart 1, opposite 
page 34, 

As shown on this chart, the quarterly production exceeded con- 
sumption, except for the fourth quarter of 1912, and the quantity 
held in storage increased rapidly from the beginning of 1910 to the 
end of the first quarter of 1915. Beginning with the second quarts- 
of 1916 consumption exceeded production until the raid of June, 1918, 
and stocks declined much more rapidly than they had accumulated 
prior to 1915. The quarterly production slightly exceeded consump- 
tion during the last half of 1918 and the first half of 1919, while 
during the next year and one-half consumption increased very rapidly 
and greatly exceeded production, consequently stocks again declmed.. 
Beginning with the first quarter of 1921 the quarterly production 
was larger than ever before, while the quarterly consumption de- 
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clined coneiderablj from the record of almost 30,000^000 barrds for 
the last three months of 1920, and stocks again increased. 

While the actual quantity of crude petroleum held in storage was 
larger at the end of 1920 than at the end of the first quarter of 1910, 
when the increase in the annual rate of consumption is considered, 
the stocks on the latter date were relatively smaller. For example, 
the quantity in storase at the end of the first quarter of 1910 was 
equivalent to 3.6 months' consumption, while the quantity in storage 
at the end of 1920, although about 2,700,000 barrels greater than that 
at the beginning of the period, was equivalent to only 2.2 months' 
consumption, or a decrease of 39 per cent. 

Quarterly average prices of crude petroleum at the producers' 
tanks in the oil fields are shown for two grades of crude. The grades 
shown are those for heavy crude under 18° Baume, which has been 
used largely for fuel purp<»es, and 24° Baume crude, which is a 
representative grade of light crude. During the first quarter of 
1910 the average price for the heavy crude was $0.50 per barrel, 
after which it declined rapidly to $0.80 per barrel for the last quar- 
ter of the year. On account of the large overproduction, particu- 
larly of heavy crude, this low price was continued from the last 
quarter of 1910 for the next three years. The overproduction of 
heavy crude was so great that the Standard Oil Co. made no new 
contracts for this grade from September 23, 1912, to December, 1913. 
During 1914 and 1915 the average price fluctuated from $0,325 to 
$0.40 per barrel. Beginning the latter part of 1915 tJiere was a 
rapid increase in prices of this grade from $0,366 per barrel to $1.60 
per barrel at the end of 1920. This price of $1.60 per barrel re- 
mained unchanged until May 13, 1921, when it was reduced to $1.35 
per barrel or an average oi $1.47 for the second quarter of 1921. 
On August 8, 1921, another reduction of 25 cents per barrel was made, 
which reduced the average for the third quarter to $1.19 per barrel. 

The movement of the prices of the 24° Baum^ crude was different 
for certain periods than that shown for the heavy crude. At the 
end of the first quarter of 1910 the average price was $0.65 per bar- 
rel, and in harmony with the course of heavy crude prices it was 
reduced to $0.38 per barrel for the last quarter of 1910. There was 
a slight increase in 1911 to an average of $0.45 per barrel, and in 
the second quarter of 1912 the average increased to $0.56 per barrel. 
This latter price was maintained for the next two years. He in- 
crease in the average price in 1911 and 1912 occurred while the 
average price of heavy crude was at its lowest level. A large in- 
crease in the production of the higher grades caused a decline to an , 
average of $0.40 per barrel for the fourth quarter of 1914, and the 
price of this grade remained at that level for about a year, after 
which there was a continuous advance to $1.88 at the end of 1920. This i 
high price of $1.88 per barrel continued until May 13, 1921, when 
the price of this ^^de was reduced to $1.63 per barrel, which gives i 
an average of $1,75 per barrel for the second quart«r of 1921. On ' 
August 3, 1921, the price was reduced to $1.38 per barrel. From 
the beginning of 1910 to the end of 1920 the average price of 24° | 
Baume erode increased from $0.65 to $1,88, or 189 per cent. The i 
course of the prices for these two grades of crude petroleum is 
graphically shown in Chart 2, opposite page 36. ■ ' 



1-,. Google 



aurfi. PRO 



/k|j|-»l< 






L.'. 






lyCOOglC 



1,. Google 



PACIFIC COAST PETROLEUM INDtTSTBT. 36 

The supply of crude peb^Ieum shown for e&ch quarter includes 
the quanUty held in storage at the beginning of the period and the 
production during the period. When conBumption and production 
are equal, the current demand is supplied by current production, but 
when they are unequal, the surplus is placed in storage or the deficit 
is supplied thereftom. If the petroleum industry could always 
secure a supply sufficient to meet ^e demand no crude would be held 
in storage, Decause there is a rapid and heavy loss of the more vola- 
tile portions while in storage. 

As pointed out on page 66, Part I, the lack of statistics lowing 
the quantities of heavy and light crude in storage makes it impossi- 
ble to show the esact relationship between the supply and demand 
for these two grades of crude petroleum. Chart 2 shows that from 
1910 to the middle of 1915 the combined supply of both heavy and 
light crude petroleum increased very rapidly wnile consumpticm in- 
creased much more slowly. During that same period the price of 
24" Baume crude declined rapidly in the last half of 1910, and was 
advanced in 1911 and again in 1912, while the price of the heavy 
crude, under 18° Baume, declined rapidly in I&IO and- did not begin 
to advance in price until the last three months of 1913. The heavy 
crude continued to advance during the first half of 1914, while, be- 
ginning with the second quarter oi 1914 and continuing until the end 
of the year, the 24° Baume crude experienced a sharp decline in 
price. The lack of uniformity in the price movement of these two 
grades of crude petroleum during this period was apparently the 
result of a difference in the relation between supply and demand for 
each grade. 

The peak of the available supply of crude petroleum was reached 
in the third quarter of 1915, after which there was a marked decline, 
which was temporarily checked during the latter part of 1918 and 
the first three quarters of 1919, after which the decline continued to 
the end of 1920. There was a slight increase for the first quarter of 
1921, which was followed by a marked increase during the latter 
quarters. As shown in Chart 1, opposite page 34, and Table 9, p4ge 
32, the last three quarters of 1920 and the first quarter of 1921 was 
the only time durmg which the quantity in storage alone was not 
equivalent to more than three months' consumptJon. 

The price of both grades of crude petroleum began to advance 
practically as soon as the available supply began to decline in 1915, 
and they both were advanced rapidly and quite uniformly from 
that time until the end of 1920. Tne more rapidly growing demand 
for the lighter grades of crude resulted in an increase in the spread 
between the price of these two grades from 2 cents per barrel in the 
first quarter of 1915 to a differential of 28 cwits in 1920 and 1921. 
Section 3. Frices of crude petroleum. 

Prices of ai^ grades of crcde. — Appendix Tables 2 and 3 show the 
market prices of the various grades of California crude petroleum 
at the producers' tanks for the San Joaquin Valley and the Whittier- 
FuUerton fields, as announced by the Standard Oil Co., with the 
dates on which there was a change in the price of any grade for the 
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12-year period 1910-1921, while the same information is given for 
representative grades in the following table: 

Tabix lO.—Harket prines of representative grade* of California crude petroleum, 
per barrel of 42 gallon*, at the produccit' tank* (» the San Joaquin Valley 
field», showing dale of change, ISIO-KH. 
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. per barrel additional. 



lease In giBvll 
II alter Mi di 



1 per barrel addltiocal. 



The above prices are for crude petroleum produced in the San Joa- 
quin VaUey fields, which include the Coalinga, Lost Hills- Belridee, 
McKittrick, Midway-Sunset, Elk Hills, and Kern River fields. 
The prices for crude petroleum produced in the Whittier-Fullerton 
and other fields in the southern part of the State varied considerably 
from those shown above prior to 1916. During the period covered 
in this report the bulk of California crude petroleum production was 
obtained from the San Joaquin Valley fields, and the price discussion 
has been limited to the changes in those fields. The table begins with 
1910, in order to show a comparison of recent prices with a more 
normal year than 1914. During the early months of 1910 conditions 
were normal in the California petroleum industry, as production and 
consumption were evenly balanced. 

California crude petroleum is usually classified under two general 
grades, known variously as heavy or low-grade crude and as light or 
nigh-grade crude. The heavy crudes range from 8°-l7.9° Baum^ 
and the light 18" Baum^ and over. The lowest Baum£ degree on 
which prices are quoted is 14°. 
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SuiTLT AND D£UAND coNDmoNS PHiOB TO 1910. — The production of 
crude petroleum in California increaBed from less than 5,000,000 
barrels per year in 1900 to over 58,000,000 barrels per year in 1909, 
while during the same period the annual consumption increased from 
about 4,000,000 barrels to over 52,000,000 barrels. As a result of 
overproduction in California during most of the period the quantity 
held in storage increased from about 600,000 barrels at the end of 
1900 to over 19,000,000 barrels at the wid of 1909, and the average 
annual price declined from $0.96 per barrel in 1900 to $0.26 in 1905, 
after which time it gradually increased to $0.54 in 1909. 

During the last three months of 1909 the quarterly production and 
consumption were nearly equal, each being about 15,000,000 barrels. 
Stocks therefore remained nearly constant, increasing only from 
19,495,206 barrels on September 30, to 19,698,761 barrels on December 
31, 1909. Production and consumption remained almost equal dur- 
ing the first quarter of 1910 ; this gives a period of six months during 
which supply and demand were almost equal ; hence, the first quarter 
of 1910 was selected as a basis of comparison of conditions in recent 
years. This balance of production and consumption in California 
and the general stability of prices in the latter part of 1909 resulted 
from the greatly increased demand, which was due to the extension 
of the market in the Northwest, the adoption of fuel oil by several 
railroads for firing locomotives, by the increased number of steam- 
ships plyingon the Pacific Ocean, and to the general revival of bua- 
ness on the Pacific coast. 

Pehiod of ovERFRODTTCTroN. — The year 1910 opened with the price 
of all crude petroleum produced in the San Joaquin Valley at $0.50 
per barrel, but on January 5 the price of the light crude, 21° Baume 
and above, was advanced to $0.65 per barrel. There was expectation 
of even higher prices during the year, on account of the continuing 
increase in consumption which began in the spring of 1909, The 
producers' agencies had contracted with the Union Oil Co. of Cali- 
fornia to build a new pipe line from the Kern River, the Coalinga, 
and the Midway fields to the coast. This new pipe line would enable 
the producer to market his crude. Another reason for optimism 
regarding market conditions was due to the fact that the Associated 
Oil Co. had come definitely under the control of the Southern Pacific 
Co., and it was believed this would lead to large purchases of fuel oil 
for the Southern Pacific. 

March, 1910, was a month long to be remembered in the California 
petroleum industry. On March 15 the Lakeview No. 1 gusher-in the 
Midway-Sunset field was brought in with an initial daily production 
of about 40,000 barrels. The daily production continued very large 
throughout the remainder of the year and the aggregate production 
of this one well was over 8,000,000 barrels. This large production, 
together with that of other large gushers brought in about this time, 
caused a period of overproductnwi and depression in the crude petro- 
leum industry of California, from which it did not fully recover 
for six years. Beginning with March, 1910, there was an excess of 
production over consumption, which continued until the middle of 
1915, except in December, 1912, when consumption exceeded produc- 
tion. 
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During April, 1910, the Standard Oil Co. adopted the plan of 
buying crude petroleum on daily runs only, no new contracts being 
made. By tJie end of the second quarter there was a distinct weak- 
ness in the prices of fuel oil at coast points, and a tendency of fuel-oil 
users to hold off making contracts covering their requirements due 
to the belief that, with the enormous output of the Lakeview No. 1 
and other gushers, prices must decline, Lack of demand for fuel oil 
reduced the deliveries of the Independent Oil Producers' Agency to 
40 per cent of the production of its members. Other producers were 
in a similar predicament, and some of them began to curtail their 
production. The long-expected break in fuel oil prices at coast 
points came at the beginning of the third quarter, when the market 
price dropped $0.10 per barrel at San Francisco and Los Angeles, or 
to $0.90 a barrel. This was for spot delivery, however, and no con- 
tracts were made at this price. Following this decline in fuel oil 
prices the market price of crude petroleum at the producers' tanks 
in the oil fields was reduced for heavy and light crude on September 
1, 1910, when both the Standard Oil Co. ana the Associated Oil Co. 
announced that they would pay $0.30 per barrel for daily runs in the 
San Joaquin Valley fields. This was a reduction of $0.20 per barrel 
on heavy crude and of $0.35 per barrel on light crude petroleum. 
The companies selling to the Union Oil Co. actually received $0,36 
per barrel for deliveries in September, while the Southern Pacific 
Co, continued to pay $0.50 per barrel. When the decrease in prices 
occurred on September 1, the quantity held in storage was over 
27,000,000 barrels and production was about 1,500,000 barrels per 
montli in excess of consumption. 

Late in September the Independent Oil Producers' Agency and 
the Associated Oil Co. entered into a contract whereby the Asso- 
ciated was to market the Agency's surplus crude petroleum for a 
period of three years on a 10 per cent commission. This arrangement 
was brought about by the inability of the Union Oil Co, to market 
the total production of the Agency members, and by the lack of 
further storage capacity for the surplus. 

On November 9 the Standard Oil Co. again began making con- 
tracts for light crude, 22°-24° Baume at $0.45, an increase of $0,15 
Eer barrel, while crude 25° Baume and over was advanced $0.20 per 
arrel. The price for crude under 22° Baum6 was not advanced, at 
this time due to an overproduction of this heavier grade. As a 
result, during the last three months of 1910 conditions had become 
quite serious, especially for the small producer. 

Curtailment of production, which had been talked of for some time, 
and put into practice by some companies, was now considered essential 
by most producers. According to trade journal reports, the subject 
of curtailment of production was discussed at a meeting of the 
directors of the Independent' Oil Producers' Agency early in Decem- 
ber, and it was decided that such curtailment was essential. The 
Agency then had In storage over 13,000,000 barrels of crude petroleum 
and its members were producing 35,000 barrels a day and selling only 
25^0 barrels. 

Production increased considerably during 1911, mainly as a result 
of the gushers brought in by the Honolulu Consolidated Oil Co. 
and the Standard Oil Co. in the Midway field, and also partly to 
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the active dritJing campaigns of the Southern Pacific and Santa F© 
Bailroads, both of which started drilling on their land grants to 
supply their own consumption. Consumption increased even more 
rapidly than production ; however, there was an excess of production 
in each month, which resulted in a steady increase in the quantity of 
crude petroleum held in storage. There was no change in prices 
during l&ll. 

During the third quarter of 1912 stocks continued to increase, 
although consumption was gaining on production. This was the 
condition when, on September 23, the Standard Oil Co. ceased mak- 
ing new contracts for crude petroleum under 18° Baum£. Crude, 
under contracts already in force, continued to be taken at $0.30 a 
barrel, but as these contracts expired they were not renewed. The 
result of the withdrawal of the Standard from the heavy crude 
petroleum market practically meant that the small independent pro- 
ducer of this grade had no market for his production, except through 
the General Petroleum Co., as the Union Oil Co. and Associated Oil 
Co. already had more crude from their own production and from the 
Agency than they could market. Hence, those small producers 
reached only by the pipe lines of the Standard Oil Co. had no market 
at all for their heavy crude petroleum. The refusal of the Standard 
to renew contracts began to nave its effect on production during the 
last quarter of 1912. As their contracts expired, the producers began 
shutting down their wells, and by the latter part of December all 
producers of heavy crude petroleum, except the Standard Oil Co., 
the General Petroleum Co., and the railroad companies, were cur- 
tailing their production. At the end of December it was estimated 
that there were 1,147 wells shut in, with a potential daily production 
of over 26,000 barrels. So far as the total production of the State 
was concerned there was a decline in November and December as 
compared with October, but the total for the whole quarter was 
larger than for any other previous quarter in the history of the 
petroleum industry of California. The overproduction of crude 
petroleum was confined to the heavy crude under 18° Baume, and as 
a result the price of this grade not only was not advanced during 
1912, but, as already stated, on September 23 the Standard Oil Co. 
ceased to make any new contracts for heavy crude. On the other 
hand, on March 5 the prices of all grades, 18° Baume and above, were 
increased from $0,05 to $0.10 per barrel, except in the case of 21° 
Baumfi crude, which was advanced $0.20, and on April 29 higher 
prices were announced for crude 29° Baumfi and over. 

Throughout the year 1913 production was in excess of consumption 
and for the entire year it exceeded consumption by over 2,2CK),000 
barrels. During the winter of 1913 more than a thousand wells were 
shut in, with an estimated daily potential' production of more than 
25,000 barrels. In June, due to the greatly increased consumption, 
many of these wells were cleaned out and production resumed, but 
the main cause of the increased production during the summer of 
1913 was the bringing in by the Standard Oil Co, ot two wells, which 
together produced about 20,000 barrels per day. 

In October, 1913, the Standard Oil Co. announced that it would 
discontinue the purchasing of crude petroleum from lands which 
were the subject of litigation with the United States Government 
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under tiie withdrawal order of September 27, 1909, The Standard, as 
purchaser of the crude petroleum, had been made a defendant in a 
number of pending suits, and the company explained that it did 
not wish to subject itseli to tie liability of paying for the crude 
petroleum twice, once to the producer when it was purchased, and 
again to the Grovemment, if the latter should win the withdrawal 
cases. A decline of 13,000 barrels per day in production in the Mid- 
way field and of about 20,000 barrels per day in the State's daily pro- 
duction were attributed to the shutdown of many wells on lands in 
litigation, that were deprived of a market by the refusal of the 
Standard to purchase their crude petroleum. As a result of this, de- 
crease in production is shown for the last quarter of 1913. Although 
stocks and production had both increased, consumption had increased 
more rapidly, so that the quantity in storage was relatively smaller 
than at the beginning of the year. 

On April 1, 1913, the prices of certain light crudes were changed, 
for example, 30°-32° Baume were decreased $0.05 per barrel, while 
the crudes 35° Baum6 and over were increased $0.05 per barrel. 
The prices of all other grades remained unchanged. On December 
1 the Standard Oil Co. resumed the purchase of crude petroleum 
below 18° Baume at $0.35 per barrel, which represented an advance 
of $0.05 per barrel over the price of September 23, 1912, when the 
company ceased making contracts. In signing up new contracts 
the company insisted on a two-year term. The price of 18"— 20° 
Baum^, inclusive, was also advanced $0.05 per barrel the same day, 
but there were no changes in the prices of the crude 21° Baum^ and 
over. 

During the first six months of 1914 there were 31 wells brought 
in with an initial daily production of 1,000 barrels or over. The 
production in June, 1914, was the largest ever recorded up to that 
time, with a daily average production of 302,403 barrels. The in- 
crease in June was due to the large production from the gushers 
recently brought in on the Maricopa Flats in the Midway-Sunset ; 
field. One of these gushers, that of the Lakeview No. 2 Oil Co., I 
brought in on May 18, was producing from 20,000 to 25,000 barrels 
per day. In August the Standard again issued an order that only 
the quantity of crude petroleum named in its contracts would be 
taken and that the company would not make contracts for the 
purchase of new crude until conditions changed. This course was 
taken on account of the decreased domestic (fcmand, as well as the 
loss of the South American and Oriental markets, which were tem- 
porarily cut off by the war. Attempts were immediately made to 
curtail production, which succeeded m reducing the output during 
the last quarter of the year. The Independent Oil Producers^ 
Agency began to prorate the crude taken from its members, and 
even the Standard Oil Co. began to curtail its production. In many 
cases, where drilling was in progress, it was stopped just before 
reaching the oil sand. 

During the early part of 1914 the Shell interests,^ which had 
previously acquired the producing properties of the California Oil- 
fields (Ltd.), organized the Valley P'pe Line Co. and began the 
construction of a pipe line from the Coalinga field to San Fran- 

' Part I, page 110. 
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CISCO Bay. About the same time this concern began the erection of 
a pafinery and storage facilities at Martinez on San Francisco Bay, 

The record consumption up to this time was for the second quar- 
ter of 1914, but after the effects of the war began to be felt con- 
sumption declined rapidly throughout the remainder of the year. 
Notwithstanding the reduction in production which began the latter 
part of the year consumption declined to a much greater extent, and 
consequently there was a marked increase in stocks. 

Beginning in 1914 the Standard Oil Co. changed its price policy 
with respect to purchases of crude petroleum, so that contracts cov- 
ering a period of one year or more provided that the producer 
ahomd receive during the period of the contract the current prices 
that this company offered, with the further provision that in case 
of a decline in the prices to a level lower than that named at the 
date of the contract, the producer could, if he so wished, cancel the 
contract- This company was busily contracting for all the heavy 
crude petroleum offered, and on January 20, 1914, it advanced the 
price of crude under 18° Baum6, while the prices for other grades re- 
mained unchanged. On May 20 the Standard Oil Co. reduced the 
prices of all grades of crude of 21° Baumfi and above, $0.05 per 
barrel. This cut in price was due to the overproduction of the light 

frades of crude. The prices of light crudes were again reduced on 
uly 1, when the 21°-23° Baum^ was reduced 2^ cents per barrel 
and 24° Baum6 and above was reduced $0.05 per barrel. On July 
30 the Standard Oil Co. reduced the prices of certain grades of crude 
petroleum, the 24''-26° Baum^ being reduced 21 cents per barrel, 
the 27°-32° Baum« $0.05 per barrel, the 33° and 34° Barnn^ $0.10 
per barrel, and the 35° Baume and over $0.15 a barrel. There 
were no changes in the prices of the grades lower than 24° Baum4. 
The last price reduction for the year was on October 3, when there 
was a reduction of &i cents for all grades below 27° Baum€, while 
all grades 29° Baum6 and above were reduced $0.10 per barrel. 
This was the only reduction in the price of the heavy crude in 1914. 

On February 23, 1915, the Supreme Court of the United States 
handed down its decision in the Midwest case, upholding the validity 
of the withdrawal order of September 27, 1909. This decision had a 
far-reaching effect upon the petroleum industry of California, for the 
Department of Justice immediately began to bring dispossession suits 
against the claimants to the withdrawn oil lands in California, to ask 
for injunction against further drilling on these lands, and for the 
appointment of receivers. 

The production of each quarter in 1915 was much smaller than 
that for the corresponding period of 1914, and there was a decline 
from the record production of 103,600,000 barrels in 1914 to 89,500,000 
barrels the following year, or a total decline of about 14,000,000 
barrels. There were several causes for the decline in production, 
among which were the low prices of crude petroleum at the well, 
which discouraged drilling operations and led to the temporary aban- 
donment of producing wells, the activity of the United States Depart- 
ment of Justice, mentioned above, and the decline in the output of 
the big gushers in the Midway field. 

Consumption declined about 2,000,000 barrels in 1915, the lowest 
consumption being in the first quarter, after which there was a 
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rapid increase, consumption exceeding production for the last three 
(juarters of the year. Aa a reault, the quantity of crude petroleum 
in storage reached its maisimum of almost 61,000,000 barrels in May, 
after which it declined steadUy during the remainder of the year. 
The main reason for the increase in consumption was the war 
demands of the Allies. 

On June 7, 1915, the market price of crude of 20° Baume and 
under was reduced $0.05 per barrel. This was the last decline in 
price up to May 13, 1921. On October 26, 1915, the Standard Oil 
Oo. advanced the market price of crude petroleum of 20° Baum€ and 
under $0.05 per barrel. On November 20 there was another advance 
in prices. The crude petroleum 14°-20.9° BaumS was advanced 2J 
cents per barrel and crude 21° BaumS and over was advanced $0.05 
per barrel, and on December 28 the market prices of all grades of 
crude petroleum were again increased. The crude under 18° BaumS 
was increased $0.03 per barrel and the 24° Baumfi $0.05 per barrel. 
For the first time a different price was quoted for each increase of 
1° Baum€; beginning with 18°, 1 cent per barrel being added for 
each degree above 17° Baurn^. 

Price condition dtjrino the wak period. — The decrease in pro- 
duction during the first quarter of 1916 was the result of two violent 
storms in the San Joaquin Valley oil fields during January, which 
.destroyed nearly 2,000 derricks. Beginning with the second quarter, 
production increased gradually for the remainder of the year, and 
the total for 1916 was approximately 2,300,000 barrels greater than 
that for the previous year. The principal reasons for the relatively 
small increase in productioB were the shutting in of approximately 
5,000 barrels daily during the first half of the year ; the failure of 
the Agency members to develop their properties, due to the long-time 
low-priced contracts, and the mstitution of suits by the Government 
against operators on withdrawn lands. The increase in the produc- 
tion during the last half of the year was due chiefly to the cleaning 
out of oil wells that had been closed down, and to more active drilling 
operations. 

There was a considerable decrease in consumption in the first 
quarter of 1916 as compared with the last three months of 1915, 
while during the remainder of the year consumption increased very 
rapidly, the total for the year being about 14,000,000 barrels greater 
than the preceding year and in excess of production by about 13,100,- 
000 barrels. This Targe increase in consumption was due principally to 
the heavy exportation of petroleum products to meet war demands. 

The year 1916 was characterized by rapidly increasing prices for 
' crude petroleum, there being five advances during the year. The 
grade below 18° Baum€ advanced from $0.43 per barrel in January 
to $0.73 per barrel in November, and the 24° Baumd crude from 
$0.50 in January to $0.80 in November. The increase in price for 
crude petroleum above 24° Baume ranged from $0.31 for 25° to 
$0.44 for 37° BaumS, while the increase of crude lighter than 37° 
was even greater. 

During the first half of 1917 production was smaller than for the 
last half of 1916, while for the remainder of the year there was a 
considerable increase, principally due to the production from three 
gushers brought in by the Standard Oil Co. m the Montehello pool 



lA.oo^^lc 



PACIFIC COAST PETROLEUM INDUSTRY. 48 

during August, which together were producing about 25,000 barrels 
a. day. Consumption was almost 4,000,000 barrels larger in 1917 
than for the preceding year. This increase occurred in the first half 
of the year as compared with the correaponding period of 1916. 
Consumption continued to exceed production and SrOcks were drawn 
upon to the extent of almost 11,600,000 barrels. 

In 1917 it was first claimed that an irreducible miiuniuni of stocks 
of 10,000,000 barrels was necessary for the petroleum industry in 
California. In order to operate the pipe lines it was considered 
necessary to keej> the lines comparatively full of crude petroleum, 
and at that time it was estimated that the quantity required in pipe 
lines and working tanks was 6,000,000 barrels and that an additional 
4,000,000 barrels was necessary at the refineries. 

During the second quarter of 1917, when production was running 
about 16 per cent beiow consumption and the quantity in storage 
was being rapidly depleted, fears of a serious shortage began to be 
expressed, and in May the governor of California appointed a com- 
mittee with three members to report on the petroleum situation. In 
July this committee rendered a report in which it stated that a verv 
serious shortage of crude petroleum was imminent in California, and 
recommended that certain means be taken to increase production 
and conserve consumption. 

As a result of these conditions the prices of crude petroleum were 
increased on three occasions during 1917. The first was on May 11, 
when all grades were increased $0.05 per barrel, and in the following 
month there were two further increases of $0.10 each. Iii spite or 
the greatly increased market prices, premiums were still being paid 
by the small refiners in some cases for crude petroleum during 
August. 

During the last three quarters of 1918 the production of each 
quarter exceeded that of the corresponding quarter of the preceding 
year. The total for the year exceeded 1917 by almost 4,400,000 bar- 
rels. This increase was due to the development of production in the 
Montebello and Coyote Hills pools. 

Consumption was smaller for each quarter than for the correspond- 
ing quarter of the preceding vear. Consumption was greater than 
production for the first half ot the year and smaller for the last half, 
but for the entire year there was an excess of consumption of about 
408,000 barrels. 

Early in 1918 the Oil Division of the United States Fuel Adminis- 
tration was organized to exercise general supervision over the petro- 
leum industry of the entire country. In order to increase production 
in California it authorized an increase of $0,25 per barrel in crude 
petroleum prices, and on May 1, 1918, the Standard Oil Co. advanced 
the market price of all grades of crude petroleum $0.25 per lw,rrel. 
This was the only change in prices during the year, and it was tiie 
largest single increase that had been made up to that time for Cali- 
fornia crude jietroleum. It brought the price of crude under 18° 
Baume up to $1.23 per barrel. After the armistice, November 11, 
1918, all war restrictions on the industry were lifted, and on Decem- 
ber 16 the Pacific coast section of the Oil Division of the United 
States Fuel Administration was dissolved. 
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Bbcbnt price conditions. — The production of crude petroleum 
was very uniform throughout 1919, at slightly more than 25,000,000 
barrels per quarter. The total production for the year was only 
416,000 oarrels leas than that for the preceding year. Following 



the armistice there was a temporary decline in consumption during 
the first half of the year.' In the third quarter there was an increase 
of about 2,000,000 "barrels over the preceding quarter, while the 
consumption for the last three months was approximately 1,000,000 
barrels greater than that for the third quarter. The 1919 consump- 
tion was about 740,000 barrels greater than that for 1918. For the 
entire year there was an excess of consumption of over 1,500,000 
barrels. 

There was no change in the market price of crude petroleum under 
20° Baumfi during 1919, but on June 10 all of the lighter crudes 20° 
Baurn^ and over were advanced from $0.01 to $0,05 per barrel. One 
encouraging feature of the situation on the Pacific coast was the great 
increase in production during 1920, the production increasing stead- 
ily throughout each quarter. The increase during the year was due 
chiefly to new production brought in by the Standard Oil Co. and 
the Southern Pacific Co. in the recently developed Elk Hills district. 
The production for 1920 established a record about 2jl00,000 barrels 
larger than the previous high record of 1914. Notwithstanding the 
record production of 1920, it was exceeded by consumption for each 
quarter of the year, and for the last half of the year it exceeded that 
of any previous similar period. The excess of consumption was over 
8,000,000 barrels, and stocks were reduced almost to the level of 1910, 
while the annual consumption had increased over TO per cent. 

Beginning in the last quarter of 1919 and continuing throughout 
1920 there was an insufficient production of certain petroleum prod- 
ucts, especially gasoline, due to a. shortage of light crude petro- 
leum, and largepurchases were made, particularly from the Mid- 
Continent and Wyoming fields, to supplement the California sup- 
ply. As a result of this condition three advances were made in 
crude petroleum prices aggregating $0.37 per barrel for crude under 
18° Baum€ and $1.33 per barrel for 37° Bauin^ crude. 

The production of crude petroleum in the second quarter of 1921 
was the record quarterly production for California, being over 
1,860,000 barrels m excess of the previous high record, which was 
for the last three months of 1920. This increase was largely due to 
the discovery of the Huntington Beach pool, and to the increased 
production from the Elk Hills district. The increased production 
of crude petroleum in the latter part of 1920 and in 1921 enabled 
the California refiners to supply the gasoline demand from their 
own refineries. Consumption declined as compared with the last 
two quarters of 1920, consequently stocks increased about 13,000,000 
barrels. 

Beginning in January, 1921, crude petroleum prices were reduced 
more than 60 per cent in all of the oil fields east of the Rocky Moun- 
tains. This was followed by a radical decline in the f. o, b. refinery 
prices of gasoline in the Mid-Continent field, which made it profit- 
able for marketers in California to ship gasoline from Oklahoma 
and Texas into the Pacific coast territory. This competition, to- 
gether with an increase in crude petroleum production, accompanied 
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by a decline in its consumption in California, led to a reduction of 
$0.25 per barrel for all grades of California crude on May 13, 1921. 
On August 3 a further reduction of $0.25 per barrel was made for 
all grades. This was the first time that prices were low enough in 
the Mid-Continent field to overcome the disadvantages of the high 
freirfit rates and to enable Mid-Continent gasoline to oe shipped into 
the Pacific coast territory in sufficient quantities to affect prices. 
Section 4. Market prices of fuel oil. 

Basis op ftieL oil prices, — Fuel oil is marketed under contracts 
which now usually run for one year, but which formerly often 
covered a period of several years. Such contracts formerly specified 
a price for the term of the contract, but in recent years most of the 
marketing companies have not specified the price but have stipu- 
lated that settlement should be made at the price current at the 
place and date of delivery. In some contracts the price agreed on 
is that announced by the Standard Oil Co. for crude petroleum at 
the producers' tanks in the oil fields, plus transportation charges, 
specified in the contract. All prices used in this section are the 
market prices for fuel oil delivered at destination in sellers' tank car, 
tank steamer, barge, or wholesale distributing station. 

The prices of fuel oil on the Pacific coast correspond with the 
prices of heavy crude petroleum quite closely, because a large propor- 
tion of the fuel oil is merely heavy crude petroleum transported 
directly from the producers' tanks in the oil fields unchanged in any 
respect to the consuming centers along the coast. This proportion 
now runs about 30 per cent, but in former years it ran as high aa 
80 per cent. 

Changes in domestic prices. — San Francisco, Los Angeles, Port- 
land, and Seattle are the most important fuel oil markets on the 
coast, while Spokane is the most important interior market in the 
Pacific coast t«iTitory. Appendix Table 5 shows the prices for five 
of the large marketing companies at the above-named points, to- 
gether with the dates of changes. As a rule the prices of fuel oil at 
flie different markets were changed either simultaneously, or almost 
so, by the large marketing companies. In some cases a particular 
company named a higher price than that quoted by the other com- 
panies, as for example, the Standard Oil Co. at Los Angeles during 
the latter part of 1918. The Standard stopped quoting prices in Los 
Angeles after August 7, 1918. No one company uniformly changed 
its prices first. 

M0NT11L.T AVBBAOE PRICES. — The market prices of fuel oU have 
been tabulated for the period beginning with January, 1914. But 
before discussing the prices for this period the general trend of 
fuel oil prices from the autumn of 1909 through 1913 should be 
noted. In the fall of 1909 the principal marteters of fuel oil on 
the Pacific coast were the Union Oil Co^ the Associated Oil Co., and 
the Standard Oil Co. The Union Oil Co. had recently made a con- 
tract with the Independent Oil Producers' Agency whereby the for- 
mer was made the exclusive sales agent of the latter. This made the 
Union Oil Co. the most important fuel-oil marketer on the Pacific 
coast at that time. 
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The contract prices of fuel oil at San Francisco Baypointa in the 
fall of 1909 ranged from $0.85 to $1.10 per barrel The Standard 
Oil Co. was offering fuel oil for immediate delivery at $0.75 per 
barrel, but was not making contracts at that price. It was believed 
by the trade that this lower price was the result of the recent Union- 
Agency contracts. In February, 1910, the market price of fuel oil 
on ordinary contracts was $1 per barrel in both San Francisco and 
Los Angeles. During this month, however, the Standard Oil Co. 
made a large railroad contract at $0.90 per barrel for the delivery 
of fuel oil at San Francisco Bay points. 

The Lakeview No. 1 gusher came in on March 15, IQ'lOj with 
enormous production and flooded the crude oil market. Anticipat- 
ing a material decline in fuel oil prices, consumers began refusing 
to make contracts at current prices. The expected break in prices 
came early in July. The Union Oil Co. began to quote immediate 
deliveries at San Francisco Bay points at $0.90 per barrel and was 
soon followed by the other marketing companies. Early in Sep- 
tember the Associated Oil Co. made a contract with a large st«am- 
ship concern for delivery at San Francisco Bay points at $0.80 per 
barrel. A month later the Standard Oil Co, reduced the contract 
price to $0.60 per barrel. 

The Los Angeles Oil Consumers' Association was formed during 
th& summer of 1910 by consumers in Los Angeles who were dis- 
satisfied with the prices of fuel oil quoted by the large marketing 
companies. Among the members of this association were the Los 
Angeles Gas & Electric Co., several ice and brick manufacturing 
concerns, and all of the Los Angeles refineries. The association 
asked for bids on 70,000 barrels a month. Heavy crude petroleum 
at the producers' tanks in the San Joaquin VbUct fields was then 
$0.80 per barrel and the railroad freight rate to Los Angeles $0.40 
per barrel. In November the Associated Oil Co. and the Union 
Oil Co. bid $0.90 per barrel. These bids were rejected, and in 
January the association succeeded in getting 10,000 barrels a month 
at $0.70 per barrel. In January, 1911, fuel oil was quoted at San 
Francisco at $0.60 to $0.80 per barrel and at Los Angeles at $0.70 
to $0.80 per barrel. 

In October, 1912, fuel oil was delivered at Paget Sound points on 
a large railroad contract for $0.70 per barrel, or a decrease of $0.13 
per barrel from the price of the previous year. As already stated, 
due to the continued overproduction of heavy crude in the summer 
and fall of 1912, the Standard Oil Co. on September 23 discontinued 
the renewal of contracts for the purchase of this grade of crude. 
This action of the Standard Oil Co., as well as the low prices being 
paid by other companies, caused a decline in the production of the 
heavy crude, so that the prices of this grade and of fuel oil at coast 
points had increased about $0.10 per barrel by January, 1914. 

At the beginning of 1914 there were three large marketers of fuel 
oil, viz, the Standard Oil Co., the Union Oil Co., and the Associated 
Oil Co. At that time these three companies, as shown in Appendix 
Table 1, were about equal in the volume of their sales. Later the 
General Petroleum Corporation and the Shell Co. became factors in 
tiie fuel oil market. The monthly average wholesale market prices 
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of the Standard Oil Co. for fuel oil f. o. b. refinery San Francisco 
Bay and Seattle are shown in the following table from 1914-ltffiO: 

Table 11. — MontM}/ average wihole»ale price* of fuel oti at Seattle and /. o. b. 
refirtcrv San FrancUco Bay, announced hy Ifte Standard Oil Co. (.California), 
19H-19S0. 
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The Standard Oil Co. and the Union Oil Co. quote wholesale 

f rices for delivery in San Francisco. Prior to May, 1918, their San 
'ranciaco prices were the same as those quoted f. o. b. San Francisco 
Bay refineries, while subsequent to the Ist of May the San Fran- 
cisco price had been $0.03 per barrel higher than tne refinery price. 
The course of these prices for San Francisco Bay refineries is 
graphically shown on Chart 3, facing page 48. The price move- 
ment of fuel oil at Los Angeles was practically the same as at the 
refineries on San Francisco Bay, so it is not necessary to show the 
Los Angeles prices in the table, and the same applies to prices at 
Portland, which were practically the same as those at Seattle. 
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The average prices of fuel oil in January, 1914, were $0.82 per 
barrel at San Francisco and $0.97 at Seattle. These averages in- 
creased to $0.85 and $1, respectively, in February, and remained 
Btationary until August, 1914. Seduction in August and October 
brought the monthly average price at San Francisco down to $0.70 
per barrel in November, and this price obtained until August, 1915. 
In the latter month the price of fuel oil reached its lowest point 
during the period. As shown by Appendix Table 5, on August 6, 
1915, the current prices at San Francisco and Seattle were $0.60 and 
$0.75, respectively, and, as shown in the table above, the monthly 
average prices were $0.64 and $0.78 per barrel. The reason for the 
decline in the price of fuel oil was the decrease in demand brought 
atx)tit by the European war and also by the record production of 
crude petroleum (see p. 31). So far as the demand was concerned, 
it was estimated in October, 1914, that there had been a faUine ofiE 
in the fuel-oil consumption since the beginning of the war of about 
20y000 barrels a day. 

By the autumn of 1915 the demand for fuel oil had .revived, but 
the production of heavy crude had deolined. In the last half of 
August, 1915, the price of fuel oil began to advance, and it showed 
an uninterrupted increase until in August, 1920, the average price 
reached $2 per barrel at San Francisco Bay refineries and ^.25 per 
barrel at Seattle, or increases of 144 per cent and 132 per cent, 
respectively, over the prices in January, 1914. On May 13, 1921, 
fuel oil was reduced $0,25 per barrel at all points, and a further 
reduction of $0.25 per barrel was made August 3, 1921, During 
the summer of 1918 five of the independent refiners at Los Angeles 
formed the California Petroleum Exchange for the purchase of 
crude petroleum and the sale of fuel-oil and other petroleum prod- 
ucts. Over 60,000 barrels of fuel-oil residuum per month was being 
produced by the members of the exchange. 

Heavy crude pimtouirrM and fuel-oil raicEs. — As already stated, 
the principal difference between the price of the heavy crude petro- 
' leum at the producers' tanks in the oil fields and the prices of fuel 
oil at coast points is that the fuel-oil price generally includes trans- 
portation charges at tariff rates on which tnere is a profit and also 
handling charges, but at times when demand was very strong the 
margin oetween the two inoluded an additional profit, while when 
demand was very light the only difference was the pipe-line trans- 
portation rate. In Appendix Table 6 are shown the monthly average 
prices of heavy crude petroleum at the producers' tanks m the oil 
fields, the monthly average San Francisco Bay f, o, b. refinery fuel- 
oil prices, the difference between those prices and the wholesale 
prices of fuel oil at San Francisco Bay refineries and also the differ- 
ence between the wholesale prices of fuel oil at Seattle and at re- 
fineries on San Francisco Bay. The following table shows the differ- 
ences between the monthly average prices of heavy crude petroleum 
at the producers' tanks in the oil fields and the wholesale price of 
fuel oil at San Francisco Bay refineries and also the difference 
between the Seattle and the San Francisco Bay wholesale prices of 
fuel oil : 
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Tabi£ 12. — EtecCst of San Francisco Bay refinery fuel oO price* over feeovy 
crude petroleum prices in San Joaquin Vallev flelA anO- of Seattle wholetale 
fuel oil pri4xs over San Francisco Bay reftnerv prices, 19li~19iO. 
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As already stated, the price of fuel oil at the refineries on Sail 
Francisco Bay has usually consisted of the price of the heavy crude 
in the oil fields plus the pipe-line rate and a handline charge. The 
pipe-line rate from the San Joaquin oil fields to San Francisco Bay 
18 $0.35 per barrel.' The excess of the San Francisco Bay refinery 
price of fuel oil over the field price of heavy crude petroleum plus 
the transportation rate usually ranged from $0.02 to $0.12 per 
barrel. In December, 1920, the margin was only $0.05 per barrel, 
while during part of the period of overproduction of heavy crude 
petroleum in 1914^1916 the diflference between the field price of the 
crude and the fuel oil price at San Francisco Bay was less than 
$0.35 per barrel, which was the pipe-line tariff rate. But as the prin- 
cipal marketers of fuel oil transported the crude petroleum through 
their own pipe lines at a cost during 1914 to 1916, Inciusire, ranging 
from $0.11 to about $0,15 per barrel, they still made a profit on trans- 
porting tiie fuel oil even when the margin fell to $0.32 per barrel. 
During 1&17, 1918, and the first six months of 1919 the pipe-line costs 
per barrel ranged from $0.11 to almost $0.24 per barrel and the 
excess usually from $0.37 to $0.47, so that even during this period 
there was a considerable margin remaining after allowing for the 
pipe-line costs.* 

The difference between the prices of fuel oil at the refineries on 
San Francisco Bay and Seattle is made up of the arbitrary trans- 

'The Shell Co.'s rate from CoBllngB to San Francisco Bay was 15 cents per barrel up 
to February, 1B18, when It was IncreBsed to 26 cents pet ijarPBl. 
'See Fart I. pase S61. 
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portation charge from San Francisco to Seattle by tank steamer, 
which charge was less than the Shipping Board rate. These tank 
■ steamers are either owned or charterad by the marketing companies 
and operated by them. The difference was $0.15 per barrel for all of 
the year 1914, and during 1915, 1916, and 191t it varied from $0.10 
to $0.20 per barrel, while m 1918 it fluctuated between $0.16 and $0.27 
per barrel, and during all of 1919 and 1920 it was $0.25 per barrel. 
The above differences show that wholesale consumers in Seattle, and 
also at Portland, have ordinarily paid from $0.15 to $0.25 per barrel 
more for fuel oil than consumers purchasing at refineries on San 
Francisco Bay. 
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MARKETING REFINED PRODUCTS. 

Sectdoa 1. ISarketing territory. 

As already stated, the home -marketing territory of the Pacific 
coast for refined petroleum products constitutes a strictly contig- 
uous geographic unit, which in all but one instance is bounded 
by State lines. This marketingarea includes the States of Arizona, 
California, Nevada, Oregon, Washington, and a small section of 
western Idaho. The principal marketing companies do not all sell 
the same variety of products throughout this marketing area. While 
the territory as outlined above is still designated as the home ter- 
ritory in which California petroleum products are marketed, the 
scarcity of certain products, such as gasoline and fuel oil, in recent 
years made it necessary for some of the large marketii^ companies 
in California to draw upon refineri^ operating on Wyoming and 
Mid-Continent crude for gasoline, and also quite recently upon 
Mexican imports of tops, i. e., unfinished naphtha distillate, and 
also fuel oil, to supplement California production. On the other 
hand, considerable quantities are exported to foreign countries and 
t« overseas territories and possessions. During the period 191^1919 
the principal exports were to British Columbia, Panama, Chile, 
and the Orient, and considerable quantities of certain products were 
sold in Alaska, Hawaii, and the Pnilippines. 
Section 2. Uethods of distribntioa. 

DisTRiBtmNQ A0ENCIE8. — Refined petroleum products are dis- 
tributed in wholesale quantities in tank steamers, tank cars, 
tank trucks, and wagons. In distributing such products, particu- 
larly gasoline and kerosene, shipments are made in tank cars or 
tank steamers from the refinery to the principal marketing centers, 
where storage facilities are maintained for bulk shipments from 
which the requirements of the retailer are supplied. The retail 
trade, especially that in sparsely settled sections remote from the 
main distributing stations, is often served in barrels, drums, cases, 
and cans. Eefined products are distributed to the ultimate con- 
suiner by various retail agencies, (1) service stations where the mer- 
chandising of certain products, such as gasoline and lubricating 
oils, constitute the sole business; (2J as a side line, for exam[>le, 
in connection with the garage business, or when handled with 
other merchandise, such as hardware, paint, groceries, or in a general 
store. 

The distributing organization is well illustrated by that of the 
Standard Oil Co. (Ciuifomia), which is the largest factor in the 
marketing branch of the Pacific coast petroleqm industry. On 
January 1, 1920, this company operated 16 main sales stations, 
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385 substations, and 220 service stations throughout the Pacific 
coast territory and Hawaii. The main stations and the substations 
handle all petroleum products and are used for wholesale and 
retail distribution, while the service station distributes directly to 
the consumer. Refined products, such as ^soline, kerosene, and 
lubricating oils, are shipped from the company's refineries in tank 
steamers, tank cars, or motor vehicles to the various main and sub- 
stations, which supply their own service stations and the retail 
trade. The distribution of main stations, substations, and service sta- 
tions operated by the Standard Oil Co. on January 1, 1920, is shown 
in the following table: 

Table 13. — Marketing gtaiions operated bj/ the Sta/ndard OU Co. Jan. 1, 1920. 
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As shown above, there is one main station in each district. Each 
district is under the supervision of a manager, who has general 
charge of the business in his territory. 

Prior to 1915 the marketing functions of the large companies were 
confined chiefly to wholesale distribution of refined petroleum prod- 
ucts, and there was practically no integration of the retail branches 
of tne business in their marketing organization. Some of the com- 
panies did retail gasoline and lubricants through their own service 
stations, but their activities in this field were not of sufficient magni- 
tude to be significant. However, beginning with 1915 the develop- 
ment of the retailing activities of the large companies began on a 
large scale; this was especially true in the case of the Standard Oil 
Co. In 1914 this company had 14 main stations, 147 substations, and 
31 service stations, while on January 1, 1920, the company operated 
16 main stations, 385 substations, and 220 service stations. Its first 
service stations were purchased from the National Supply Company 
on October 1, 1914. 

Leasing equipment. — A noteworthy feature in connection with 
the development of the retail branches of the petroleum business was 
the practice of leasing free of charge or selling on a convenient in- 
stallment plan service-station equipment to dealers under the condi- 
tion that the equipment be used only for the sale of the company's 
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products. The Associated Oil Co. is known to have enga^ied in this 
practice on a very large scale, having thus brought under its centred, 
at tiie end of 1919, 757 retaU stations. The Union Oil Co. has also 
engaged in this practice to some extent, but its activities seem to 
hare been confined to the city of Los Angeles and to a less extent to 
other parts of its marketing territory. The Shell Co. reported that 
although it made a practice of renting or leasing equipment to deal- 
ers, it never had any understanding whereby tne parties using its 
equipment were obligated to purchase its products. The Standard 
Oil Co. stated that it had furnished equipment free of charge to 
only four stations in the Yosemite National Park, which bound the 
respective dealers by an exclusive sales contract. 

Service stations bt States.— Certain refined petroleum products 
are sold directly to the consumer by the four large marketing com- 
panies in the Pacific coast territory from service stations which they 
own or control. The number of such stations owned and operated by 
each of the four companies with their location, by States, is given 
ia the following table : 
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The large marketing companies sell gasoline and lubricating oils 
at retail m>m their own service stations, while sales in wholesale 
quantities are made from the refinery or from large distributing sta- 
tions. 

There was considerable variation between the companies in the 
location of their service stations in the different States. The As- 
sociated Oil Co, operated no service stations in the States of Wash- 
ington, Nevada, and Arizona, while the Union Oil Co. was the only 
company having at least one service station in each State in this ter- 
ritory. The Standard Oil Co. and the Shell Co. made sales in ■ 
western Idaho, but they did not maintain service stations in that 
State. About three-fourths of the service stations operated by tiiese 
companies were in California. 

Id addition to the stations thus owned and operated by the com- 
pani^ directly, the Associated Oil Co. reported control of a lara;e 
number of stations through its system of leasing equipment. At the 
end of 1919 this company had tying contracts covering 767 stations, 
of which 716 were in California and the remaining 41 in Oregon. 
The dealers having these contractual relations with the Associated 
Oil Co. include a rather wide range of business establishments, such 
as ^ra^es, automobile-accessory dealers, and paint stores. The 
Union Oil Co, reported that it had entered into leasing and condi- 
80T71'— 22 
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tional-sales contract with 48 dealers, all of which were located in 
California, making a total of 80 stations either owned or controlled. 
Sehvice stations bt cities. — ^The location of service stations by 
cities throughout the Pacific coast territory was secured from three of 
the large companies. Such information was not received from the 
Shell Co. The location of the service stations by cities for the com- 

ganies reporting is shown in Appendix Table 7. The Associated Oil 
o. did not operate service stations in Los Angeles, nor in any other 
city or town in southern California. The Union Oil Co. owned only 
one service station in Los Angeles and none in other parts of south- 
ern California, However, these companies had several leasing con- 
tracts at" some points that are located in the southern part of the 
State. For example, the Union Oil Co. has a contract with the 
Pennant Oil & Grease Co., which operated 22 service stations in 
IjOS Angeles, This company also reports 8 leasing contracts in San 
Diego. Thus, while these companies did not retail refined petroleum 
in souUiem California, they were assured a share of the business in 
this section through their leasing contracts. 

In Portland, Oreg., the Standard Oil Co. maintained 20 service 
stations and the Associated Oil Co. 8, while the Union Oil Co. had 
no service stations there. This latter company did not operate serv- 
ice stations in Seattle or Spokane, Wash., while the Standard Oil 
Co, had 21 and 8 service stations, respectively, in those cities. ITie 
Associated Oil Co. did not retail gasoline in the States of Waiting- 
ton, Nevada, and Arizona. 

As already stated, the Associated Oil Co. had tying contracts 
covering 757 service stations, of whidi all but 41 were in California, 
Most of these service stations were located north of Bakersfield, 
Calif. The Associated Oil Co. did not lease any equipment to deal- 
ers in Los Angeles, or in any other town south of San Luis Obispo, 
where it had Teasing contracts with 24 dealers. Sixteen of the re- 
maining 41 stations which were located in Oregon were in Portland. 
Twenty-two of the 48 service stations covered by leasing and con- 
ditional sales contracts with the Union Oil Co. were in l5)s Angeles. 
These 22 stations were all operated by the Pennant OU & Grease Co. 
The Union also leased equipment covering 8 stations in San Diego, 
while the remainder were m small townsi 

No exact statistics are available showing the proportion of gaso- 
line which was distributed by the large companies directly to the 
consumer or through independent retailers, except for a rough esti- 
mate made by the Standard Oil Co. concerning its own retail trade. 
This company reported that at the beginniiL^ of 1920 slightly less 
than half of its gasoline and 60 per cent of its kerosene was sold 
directly to the consumer, while the remainder was sold to the retail 
trade. 

Use of coupon books. — All of the large companies and some of the 
smaller ones operating service stations used coupon books in the 
sale of certain products. These books were sold to consumers and 
contained detachable coupons which called for a definite quantity of 
a given product or a specified money value. As a rule only gasoline, 
engine distillate, and lubricants were sold by means of coupon books. 
In the case where the quantity of the product was stipulated, any 
market fluctuations in the price subsequent to its issuance did not 
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affect the quantity to be sold in exchange for the coupons. The cou- 
pon books that called for a definite money value without specifying 
the quantiti€s did not exempt the transaction from fluctuations in the 
martet price. 

Besides the differences In the coupons noted above there were many 
other distinguishing features. The Standard Oil Co. issued five dif- 
ferent types, the Shell Co. three, and theUnion Oil Co. only one type. 
The coupons of the Associated Oil Co. and of the Union Oil Co. were 
accepted by dealers handling their products. The different types of 
coupon books issued are illustrated by those of the Standard Oil Co., 
which sold the following: (1) G^llonage book, (2) order coupon 
book, (3) money book, (4) scrip hook, and (6) zerolene gallonage 
book. 

The gallonage book called for a definite quantity of gasoline and 
was issued in 50 and 100 gallon denominations. Each coupon con- 
tained in these books called for 1 gallon. This book was accepted 
only at the point of purchase and was sold to commercial-car op- 
erators at 1 cent per gallon off the market price at the time of 
issuance. The order coupon hook was issued to large commercial 
concerns for use of salesmen or truck operators. No money was 
paid by the purchaser at the time of its issuance. It called for the 
delivery of gasoline, engine distillate, and zerolene (a lubricating 
oil), and the account of the purchaser was charged as the products 
were delivered at the price current at the time of delivery, less com- 
mercial-car discount. The coupons were accepted at any station of 
the company. The money book contained coupons to the aggregate 
value of either $10 or $20 and could be used for the purchase of 
any product sold at the company's stations. The purchase price 
was paid at the time of issue. No discount was granted and they 
were usually sold to individual car owners for their convenience. 
'ITie scrip book was issued in $10 and $20 values, and was simihir 
to the money-order book, except that it contained no coupons, but 
instead a continuous cumulative series of values, the addenda being 
4 cents. The zerolene gallonage book was issued for lubricating ou 
sold under the trade name of zerolene. It contained 20 coupons and 
each was good for 1 quart. The price was that which obtained at 
the time of purchase, less the commercial-car discount. It was ac- 
cepted only at the point of purchase. 

The Shell Co. issued gallonage books, scrip books, and lubricating 
coupon books. This company occasionally withdrew its books from 
sale, depending upon the condition of the general market. The 
Union Oil Co. issued only one kind of coupon book, the money-order 
book, which was good for the purchase of any product at the com- 
pany's service stations. 
Section 3. Distribntii^; a^ncies. 

The t.AK0E COMPANIES. — In the Pacific coast territory the different 
marketing functions involved in wholesaling and retailing of refined 
petroleum products have been integrated with varying de^ees of 
completeness by the following five companies : Associated Oil Co., 
General Petroleum Corporation, Shell Co., Standard Oil Co,, and the 
Union Oil Co. During the period 1914^-1919 the General Petroleum 
Corporation was essentially a wholesale distributor of tops, i. e., 
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n&phtha distillate and fuel oil^ but in the last half of 1919 it began to 
market gasoline, engine distillate, and gas oil at wholesale. As 
stated in Part I, these five companies occupy a dominating position 
in the production and refining of crude petroleum, and they are like- 
wise the controlling factors in the purchase of crude petroleum and 
in the marketing of r^ned products. 

Other mabksiebs. — ^The information secured by the Commission 
regarding- the sales methods of the small marketers shows that some 
degree of integration between the refining and marketing branches has 
taken place among them and that the bulk of the products manufac- 
tured by them is distributed directly to the retailer or to the ultimate 
consumer without being handled by a wholesalrar. The ^nall refiners 
have been able to largely eliminate the wholesaler because the prod- 
ucts of their refineries are marketed in territory contiguous to their 
plants. This lends stability to their business and allows them to 
distribute their products at a minimum expense. On account of the 
local character of this business, considerations of economy connected 
with carload shipments lose their importance, thus bringing into play 
an additional factor that tends to eliminate the middleman in the 
distribution of the products manufactured by this class of refiners. 
Section 4. Parchases of reined products by large companies. 

The four large marketing companies purchased comparatively 
small quantities of refined products from other refineries for distri- 
bution within their marketing territory during the period 1914^ 
June 30, 1919. The purchases that were made during this time were 
made from the smaller refiners in southern California. But during 
the last months of 1919 and in 1920 the shortage of gasoline was so 
great that purchases were made from refineries located in Wyoming 
and in the Mid-Continent oil fields. The Standard Oil Co. secured 
14,716,861 gallons of gasoline and naphtha from Wyoming and 
3,564,050 gSlons from the Mid-Continent refineries during the last 
SIX months of 1919, while in the first half of 1920 about 32,000,000 
gallons were secured from Wyoming and an additional 3,101,956 
gallons from the Mid-Continent fieloT On June 30 additional pur- 
Siases aggregating 27,672,200 gallons from Wyoming and 28,750,000 
gallons from the Mid-Continent field were undelivered. The quan- 
tity of gasoline and naphtha which had been distributed in the Pa- 
cific coast territory or which remained to be shipped from Wyoming 
and the Mid-Continent field on June 30, 1920, by the Standard Oil 
Co, was slightly larger than its total sales for the first half of 1919. 
Seotion 6. Uses and importance of the principal refined products. 

The larger part of the domestic gasoline consumption is used for 
internal combustion engines in automobiles, motor trucks, motor 
boats, stationary and portable engines, airplanes, railroad motor cars, 
farm tractors, and other stationary and portable power equipment. 
A small proportion is used in the cleanmg trade, in the manufac- 
ture of paints, varnishes, rubber, and other products requiring a 
solvent. Engine distillate is also used as a motor fuel, principSly 
by motor boats, tractors, and stationary engines in the mining and 
smelting industries. Formerly kerosene was used principally for 
illuminating purposes, but in recent years increasing quantities have 
been used m internal combustion engines, mainly m farm tractors. 
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The chief demand for California kerosene is from the Orient and 
South America, so that the larger part of the production is ex- 
ported. Gas oil is largely used by public utility companies in the 
manufacture of gas. 

The quantities of the principal refined products sold in the 
domestic market by the five large marketing companies are shown 
in the following table : 
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The total quantity of the combined sales of the principal refined 
products made by the five large marketing companies increased from 
498,846,000 gallpns in 1918 to 596,808,000 gallons in 1919, which rep- 
resents an increase of nearly 20 per cent. For the two years gaso- 
line constituted 52 per cent of the total quantity and engine distillate 
21 per cent; hence these two products, which are essentially motor 
fuels, represented approximately 73 per cent of the total. Kerosene, 
which is also used to some extent as a motor fuel, constituted about 
10 per cent of the total, gas oil 8 per cent, and lubricants about 9 per 
cent. 
Section 6. Relative importance of marketi:^ eompanies. 

DisnuBtrnoN in the domestic market. — The Standard Oil Ck). is 
by far the largest and most important factor in the marketing branch 
of the petroleum industry of the Pacific coast. It markets petro- 
leum products in larger quantities and distributes them throughout 
a wider territory than any of the other large companies. The Union , 
Oil Co. ranks second both in the quantity marketed and in the extent 
of its marketing territory, but for most products its sales are much 
smaller than those of the Standard. The Associated Oil Co. ranks 
third, the Shell Co. fourth, while the (Jeneral Petroleum Corporation 
was not a factor even in the wholesale distribution or refined 
products prior to 1919. 

Complete information coverine the quantity of the principal 
petroleum products sold by the five large marketing companies is 
available only for 1918 and 1919. Appendix Tables 8-12 show 
detailed information for three of the companies for the period 1914- 
1919. These tables show a large increase in the quantity of each 
of the principal products sold by these companies in 1919 as com- 
pared with 1914. For example, domestic sales of gasoline by the 
Standard Oil Co. increased from 56,272,000 gallons m 1914 to 194,- 
274,000 gallons in 1919, an increase of 245 per cent; those for the 
Union Oil Co. increased from 22,878,000 gallons in 1914 to 71,008,000 
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^llons in 1919, a gain of 210 per cent; while the Associated Oil 
Co. sold 5,431,000 gallons in 1914 and 38,755,000 gallons in 1918, or 
An increase of 614 per cent. The relative importance of these five 
large marketing companies is shown in the following table : 

Tabu: 16.— Quantity and proportion of principal petroleum product* »old &v the 
fioe large marketing companies in the domestic marlcet, in gallons, bp com- 
panies, 1018 ana 1919. 
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The combined sales of gasoline for the five companies increased 
from '252,399,000 gallons in 1918 to 320,641,000 gallons in 1919, a gain 
of 27 per cent; engine distillate, which is also used for a motor fuel, 
increased from 111,442,000 gallons in 1918 to 114,541,000 gallons in 
1919, an increase of 3 per cent ; the quantity of kerosene sales was 
61,310,000 gallons in 1918 and 61,498,000 gallons in 1919, which rej>- 
resents a S^ per cent increase, while the quantity of lubricating oil 
sales decreased from 53,454,000 gallons in 1918 to 44,641,000 gaDons 
in 1919, or 17 per cent. 

The relative importance of the different companies is shown by 
thdr proportion of the combined quantity sold by all five companies. 
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The Standard Oil Co. had 60.6 per cent of the combined quantity 
of gasoline sales in 1919, the Union Oil Co. 22.2 per cent, the Asso- 
ciated Oil Co. 12.1 per cent, the Shell Co. 4.6 per cent, and the Gen- 
eral Petroleum Corporation only 0.6 per cent. As already stated, 
the CJeneral Petroleum Corporation did not manufacture or sell re- 
fined petroleum products prior to 1919. 

The Standard had 46.5 per cent of engine distillate, the Union 26.6 
per cent, the Associated 18.6 per cent, the General 4.4 per cent, and 
the Shell 3.9 per cent. Three companies showed a decline in their 
proportion of the combined quantity sold in 1919 as compared with 
1918. 

The Standard's proportion of the combined quantity of kerosene 
sold by the large companies was larger than for any other product. 
In 1919 this company had 78.5 per cent of the total, the Union 18.3 
per cent, the Associated 1.9 per cent, and the Shell 1.3 per cent. There 
was no marked change in the proportions for the different companies 
from 1918 to 1919. 

The Standard Oil Co. is by far the largest factor in the lubricating- 
oil market. In 1919 it had 73.4 per cent of the combined total for the 
four large companies, the Union was second with 16.1 per cent, the 
Shell third with 9.1 per cent, while the Associated had only 1.4 per 
cent. Notwithstanding there was a decrease of 17 per cent in the 
gallonage of lubricating oil sold in 1919 when compared with 1918, 
the Standard increased its proportion from 67.4 to 73.4 per cent, the 
Union from 12,4 to 16,1 per cent, while the Shell shows a decrease 
from 18.7 to 9.1 per cent of the total for the four companies. 

DiSTKiBunoN BY States. — Complete information regarding the 
quantity and proportion of the principal petroleum products sold by 
each of the large, marketing companies, by States and Territories, is 
presented in Appendix Tables 8-12. For three of the companies the 
data are available for the period 1914-June 30, 1919, while for all 
companies they are shown for 1918 and the Brst six months of 1919. 
The following table shows the relative importance of each company 
in the distribution of j^soline, engine distillate, kerosene, and lubri- 
cating oils in the specified States and Territories : 
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The Standard Oil Co. was the onlv company distributing gasoline 
in every State and Territory of the Pacific coast territory. Its pro- 
portion of the combined quantity sold by the large companies for 
each product in each State or Territory was much larger than for 
all the other companies combined, except in the case of gasoline in 
western Idaho and engine distillate in California. Its proportion 
for gasoline in the different States and Territories in 1918 ranged 
from 53 per cent in Caiif omia to 82 per cent in Arizona. The Umon 
Oil Co. ranked second, and its proportion of the combined quantity 
varied frcsn 15 per cent in Nevada to 26 per cent in Caufomia. 
This company did not sell in Idaho. The Associated Oil Co. was 
third, and its percentage of the combined quantity ranged from 12 
per cent in Nevada to 16 per cent in California, with no sales in 
Arizona, western Idaho, or Washington. These three companies 
sold 95 per cent of the combined sales of gasoline. The Shell Co. 
sold onlv 5 per cent, which was distributed in Calif omia, Nevada, west- 
em Idano, Oregon, and Washington. The Shell Co. sold practically 
all of the gasoline shipped from California to western Idaho, but 
the total quantity sold m that State was very small. The Standard 
Oil Co. sold 93.4 per cent of the shipments to Alaska and Hawaii 
and the Union Oil Co. the remaining 6.6 per cent. The Standard 
sold 82.1 per cent of the quantity of gasoline ^pped to the Philip- 
pines, and the Associated 17.9 per cent. 

The Standard Oil Co. had tne bulk of the engine distillate busi- 
ness outside of California. Its proportion in wie different States 
ranging from 39 per cent in California to 98 per cent in western 
Idaho. The Associated Oil Co. was second with a minimum of 6 
per cent in Nevada and 31 per cent in California, but it had no sales 
m Arizona, western Idaho, or Washington. The Union Oil Co. 
ranked third with 12 per cent in Oregon and 23 per cent in Cali- 
fornia. It sold engine distillate in every State except western Idaho. 
The proportion of the combined sales for the Shell Co. varied from 
0.3 per cent in Nevada to only 7.2 per cent in California. This com- 
pany had no sales in Arizona. The Standard and the Union made 
all of the shipments to Alaska and Hawaii. The Standard's propor- 
tion was about 98 per cuit. The Standard and Associated made all 
of t^ shipments to the Philippines. The Standard's propcHtion 
was 97.5 per cent. 

The Standard Oil Co. and the Union Oil Co. sold 96.5 per cent 
of the kerosene distributed in the six States and made all of the 
shipments to Alaska and Hawaii. The Standard's proportion in 
different States varied from 75 per cent in California to 100 per cent 
in western Idaho, while the proportion sold by the Union varied 
from 8 per cent in Nevada to 20 per cent in California. In Alaska 
and Hawaii the Standard had about 98 per cent of the total. The 
Standard sold 90.2 per cent of the kerosene shipped to the Philip- 
pines and the Associated the remainder. 

Lubricating oils manufactured in California have had a large sale 
outside of the Pacific Coast States; for example, in 1918 about one- 
third of the lubricants sold by the Standard Oil Co. and two-thirds 
of those sold by the Shell Co. were shipped to States not included in 
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the Pacific coast territory, and lubricants and lubricating stock frc«n 
east of the Rociy Mountains were sold in the Pacific coast territory. 
As already stated, the Standard Oil Co. had 67 per cent of the com- 
bined lubricating oil business of the larce conipanies. Its share of 
the business varied from 58 per cent in CaJifomia to 94 per cent in 
western Idaho. The Shell Co. ranked second in the total proportion 
of its sales in the Paxjific coast territory. In the Pacific Coast 
States its proportion of the total quantity sold varied from, 0.6 pw 
cent in Nevada to 12 per cent in California. This company did not 
make any sales in Arizona in 1918. The Union Oil Co. was third, 
with sales ranging from 11 per cent of the combined quantity sold 
in Nevada to 26 per cent in California. In Alaska and Hawaii the 
Standard had 98 and 85.5 per ceait, respectively, of tie business, the 
Union Oil Co. eupplied 2 per cent in Alaska and 10.2 .per cent in 
Hawaii and the Shell Co. the remainder. The Standard waa the 
only laj^ California c<Mnpany that sold lubricanto for shipment to 
the Hiihppinea 
Section 7. Exports of refined products. 

Complete information was fumi^ed by the large mai^etdng com- 
panies showing the quantity of the principal petroleum, products 
exported for 1918 and 1919, while the Standard Oil Co. the Union 
Oil Co., and the Associated Oil Co. furnished complete information, 
for the period 1914-1919. The companies furnishing the informa.- 
tion for the entire period made the bulk of the exports for all prod- 
ucts, and this information is presented in Appendix Tables 8-12. 
These tables show that domestic sales of gasoline increased quite 
uniformly from 84,600,000 gallons in 1914 to 320,500,000 gallons 
in 1919, or 279 per cent; the quantity exported fluctuated greatly, 
varjring from 3,600,000 gallons m 1915 to 42,600,000 gallons in 1918, 
while in the following year they declined to 22,200,000 gallons. The 
domestic sales of kerosene increased uniformly from 35,600,000 gal- 
lons in 1914 to 61,500,000 gallons in 1919, a gain of 73 per cent 
Kerosene exports varied from 154,500,000 gallons in 1914 to a mini- 
mum of 60,000,000gallons in 1918, while they increased to 173,000,000 
gallons in 1919. The proportion of export salea varied from 81 per 
cent in 1914 to 54 per cent in 1918, while in 1919 they were almost 
74 per cent of the total The bulk of the kerosene manufactured l^ 
the large refiners is exported, while in 1919 about one-fourth of the 
lubricating oils were shipped to foreign countries. Gasoline and 
engine distillate exports constituted 13 per cent of the total in 1918 
and 5 per cent in 1919. The following table shows the quantities 
and proportions of the domestic and export sales of the princapal 
refined products made by the large CaJifomia marketing companies 
combined, 1914-1919 : 
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Table 18, — Combined quantitieg and proportlont of the taiet of principal refined 
products ij/ the large California trmrketing companiei in the domestic and 
eteporf marketa, 1914-1919. 
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The above statistics cover three of the five large marketing com- 
panies for the entire period and all five for 1918 and 1919, The 
quantity of gasoline exported in 1919 was only about one-half as 
urge as that shipped to foreign lands in 1918. Engine distillate 
shows a much greater decline, from about 13500,000 gallons in 1918 
to only 1,200,(X)0 gallons in 1919. This reduction in exports was 
probably due to the shortage of gasoline on the Pacific coast during 
the last half of 1919. The e:^orts of gas oil and lubricating oi£ 
remained practically constant during 1918 and 1919. The following 
table shows the proportion of the combined exports of the principal 
refined products exported by each of the four large marketing com- 
panies in 1918 and 1919 : 
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The Standard Oil Co. was the largest factor in the export market 
for all of the principal refined prMUcts. The Associated Oil Co. 
was the second larger exporter of motor fuels ii;L 1918 and Idld, 
but its exports of kerosene and lubricants were very smaU. The 
Shell Co. ranked third for gasoline in 1919, but was second for lubri- 
cants in bot^ years. The Union Oil Co. exported small quantities 
in 1918 and 1919. 
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PRICES OF GASOUNE AND KEROSENE. 

Section 1. Character and source of price information. 

CHAKAtjTER OF PBICE8. — In the domestic market there are three 
different prices for gasoline commonly quoted on the Pacific coast, 
(1) the retail price rar pleasure automobiles; (2) a 1-cent per gallon 
discount from the retail price for conunercial automobiles and 
trueke; and (3) a 2-cent per gallon discount from the retail price 
for garages and other retailers. During January, 1920, the gasoline 
sales of the Standard Oil Co. were divided as follows: 22 per cent 
at the full retail price, 26 per cent at a discount of 1 cent per gallon, 
and 52 per c^it at a discount of 2 cents per gallon. The retail or 
service station prices for gasoline are pre^ntm in this report. 

There are two prices for Kerosene, (1) the wholesale or tank-wagon 
price to retailers, and (2) the retail price. Gasoline and kerosene are 
sometimes sold in large quantities, f. o. b. refinery, for either domestic 
or export trade, but the prices for such transactions are not commonly 
quoted. The wholesale or tank-wagon prices of kerosene are presented 
because satisfactory retail prices could not be secured. The domestic 
demand for kerosene is largely met through deliyeries by tank 
wagons to retail storekeepers, woo in turn seU in small quantities to 
the consumers. 

SoDBCE OP pBioE INFORMATION. — All of the prices for both gasoline 
and kerosene on the Pacific coast were obtained directly from ihe 
four large marketing companies. Prior to 191S the Gfeneral Petro- 
leum Corporation was not a factor in the wholesale or retail gasoline 
and kerosene market. The prices presented for gasoline and kero- 
sene for Kansas City were obtained from trade journal quotations. 
Section 2. Betail prices of gasoline. 

Prices prior to 1914. — Gasoline prices are shown in Appendix 
Table 13 for the period 1914-1920, but in order to show the situation 
at the beginning of this period a brief description of the general 
course oi gasoline prices before 1914 is pr&sented. In 1912 the 
Standard Oil Co. and the Union Oil Co. were the only large market- 
ers of gasoline on the Pacific coast, although there were a number 
of email independent refiners at Los Angeles and San Francisco. 
The Associated Oil Co. was not then in the gasoline marketing busi- 
ness and the Shell interests had not yet entered the Pacific coast 
market. The Shell Co, (Inc.), the successor of the American Gaso- 
line Co., was chartered in New York on August 30, 1912, and began 
marketing petroleum products in California. A cargo of gasoRne 
had been imported from the I^ast Indies by the Shell interests. It 
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had also acquired a refinery site at Martinez on San Francisco Bay, 
and had applied for a pipe-line franchise. The Standard Oil Co. 
was at this time building a new refinery at Los Angeles, 

By the fall of 1912 there were from 12 to 15 small independent 
refineries located in the vicinity of Los Angeles, and there were a 
number at points around San Francisco Bay, Some of the small 
Los Angeles refineries were connected by pipe line with the lodal oil 
fields, while others got their supply of crude petroleum by tank 
cars. All of the small San Francisco Bay refineries obtained thoir 
crude supply by tank car. In December, 1912, some of the small 
wholesalers at Los Angeles cut the price of gasoline. This, it was 
alleged, was done to meet the competition of the Indian & Colonial 
Co., which had recently smarted selling gasoline in Los Angeles, and 
in order to secure trade had cut under the existing mar^t price. 
During the spring of 1913 the cutting of prices continued. 

Changes in phicbs, 1914-1920. — By 1914 the Associated Oil Co. 
had become a marketer of gasoline. The Standard Oil Co., however, 
was still by far the largest factor and the Union Oil Co. was second 
in importance. The Greneral Petroleum Co., the predecessor of the 
General Petroleum Corporation, was not a distributor of gasoline. 
The retail market prices of gasoline at Los Angeles and San Fran- 
cisco, Calif., Portland, Oreg., Seattle, Wash., Phoenix, Ariz,, and 
Reno, Nov., for the period 1914-1920 are shown in' Appendix 
Table 18. 

The retail prices of gasoline continued to decline during 1914, 
the last decrease occumng October 22, at which time the prices at 
San Francisco, Seattle, and Portland were 3 cents per gallon below 
the January price. On October 8, 1914, the Standard Oil Co. began 
operating the service stations which it had purchased from the Na- 
tional Supply Co. The entrance of the Standard into the retail 
trade resulted in establishing the margin between the retail and 
the wholesale price at 2 cents per gallon. For the first 10 months 
of 1914 the retail margin had been at times as large as 9^ cents per 
gallon. In October, 1914, the retail price of gasoline had been cut 
to 12J cents per gallon in San Francisco and to 18 cents per gallon 
in Portland and Seattle. 

On February 2, 1915, the retail prices of gasoline were reduced 
1 cent per gallon, making the price 11^ cents at San Francisco and 
12 cents per gallon at Seattle and Portland. On July 7 there was 
another general reduction of one-half cent per gallon. On Sep- 
tember 23 prices were advanced 1 cent per gallon (see p. 113), while 
there were two advances of 1 cent per gallon in October and a fur- 
ther increase of 1 cent per gallon in Noveihber, This made the 
fourth advance in a little over two months, amounting in all to a 
total of 4 cents per gallon. There were four ^neral advances of 
1 cent per gallon in the prices of gasoline during the first part of 
1916, each advance becoming effective at practically the same date 
for all of the large marketing companies. These dates were Jan- 
uary 5, February 7 and 15, and April 6. The advance of February 
15 was the last one that was made exactly simultaneously by all the 
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companies until June 10, 1919. The advance on April 6 made the 
retail price of gasoline 8 cents per gallon higher than it had been 
at its lowest point, only seven months before, or from 3^ to i^ cents 
per gallon higher than the price on January 1, 1914, at most points. 
In August, 1916, the price at Portland, which up to this time had 
been the same as that at Seattle, was advanced 1 cent above- the 
Seattle price. On December 2 and 3 there was a general advance 
in gasoline prices of 1 cent per gallon. 

During 1917 there was no change in the retail prices of gasoline 
in San Francisco and Seattle, but the price in Portland was reduced 
1 cent per gallon in May, which again made the prices the same 
in Portland and Seattle. In March, 1918, the retail prices were 
advanced one-half cent per gallon at both Portland and Seattle. 
In the spring of 1918 the Oil Division of the United States Fuel 
Administration, in cooperation with the industry, stabilized the mar- , 
ket price for both crude and refined petroleum products. An in- 
crease of 25 cents per barrel was authorized for crude petroleum 
and 15 cents per barrel for fuel oil, while the Fuel Administration 
looked with disfavor upon any increase in the prices of refined prod- 
ucts, consequently no advances were made at a time when the prices 
of most other commodities were advanced. The general increase of 
one-half cent per gallon, which was made in August, was author- 
ized by the Fuel Administration to cover an advance in freight 
rates. The control of the United States Fuel Adminietration was 
terminated December 1, 1918. 

In March, 1919, the retail price at Portland was again increased 
1 cent per gallon above the price at Seattle by all companies except 
the Associated Oil Co., and m June there was a general advance of 
1 cent per gallon in the retail price of gasoline throughout the entire 
Pacific coast territory, A shortage of gasoline developed in the 
latter part of the year which necessitated the purchase of large quan- 
tities of gasoline from Mid-Continent refineries for distribution in 
the southern part of the Pacific coast territory ; while purchases were 
made in Wyoming for shipment into the Pacific Northwest. The 
Standard Oil Co. and the union Oil Co. advanced the price of gaso- 
line H cents per gallon at Portland in December, on account of the 
legal requirement that gasoline sold within that State must be 56° 
6aum€ or over. 

On January 7, 1920, the Shell Co. made its price of gasoline in 
Portland the same as the Standard and Union. The Associated Oil 
Co. increased its price one-half cent per gallon in Portland on Janu- 
ary 30, 1920, and made another increase of 1 cent per gallon on Feb- 
ruary 6. With this last increase the Associated was still 1 cent per 
gallon below the other companies. In March, 1920, there was a gen- 
eral increase of 2 cents per gallon throughout the entire Pacific coast 
territory (see p- 88). This increase was effective March 17 for all 
companies except the Associated Oil Co, The Associated increased its 
prices the following day, March 18, and at this time it made its price 
m Portland the same as the other companies. The Portland price 
was then 27 cents per gallon, or 2^ cents above the Seattle price. Dur- 
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ing the last week in July and the first week in August further ad- 
vances were made in the retail prices of gasoline, which, compared 
with the prices on March IT, amounted to an increase of 3^ cents per 
^Uon in San Francisco and Seattle and of 2 cents per gallon in 
Portland. At this time the price advances were first made by the 
Shell Co., then by the Union Oil Co., and then by the Standard Oil 
Co, Th« circumstances under which these advances were made 
according to a trade journal were as follows:^ 

Effective Angust 4, the Union Oil Co. of California advanced the price of gaso- 
line from 25 to 27 cents a gallon with the published announcement that the 
importing' of additional supplies from the Eastern fields made It absolutely 
(•Raentlal to Increase the price. Following this lead, all members of the Inde- 
pendent Marketers Aseoctatlon at a meeting held Wednesday decided to raise 
the price to the same standard. The Standard Oil Co. to-dar (Angust 6) met 
the price of 27 cents In Los Angeles and San Francisco. 

Every previous advance during the past has been established by the Standard, 
which as a natural result has stood the brunt of criticism on the part of the 
press and the public. 

The advances in August, which were the last ones in 1920, made 
the total advances in retail prices during the year 5^ cents per gallon 
at San Francisco and Seattle. This was the largest advance ever 
made during any one calendar year, the next having been a total 
of 5 cents per gallon during 1916. 

The shortage in gasoline on the Pacific coast, which had been grow- 
ing for some time, became so acute during the summer of 1820 that 
the rationing of gasoline was inaugurated at the service stations of 
several of the large marketing companies. Automobiles were allowed 
from 2 to 5 gallons at a time, and then only when the gasoline already 
in their tanks was low. The rationing applied to pleasure cars only, 
commercial cars not being affected. On account of the shortage of 
gasoline, large orders were placed with Mid-Continent and Wyoming 
refiners during the summer of 1920 by some of the California mar- 
keting companies who could not supply their trade from their pro- 
duction. 

MoNTULT AVERAGE PRICES. — As already shown, the changes in the 
retail market prices for gasoline have oeen made by the different 
companies at approximately the same time. As the Standard Oil Co. 
is the largest marketer of gasoline, its prices have been used as a basis 
for monthly average prices at three important Pacific coast cities 
(see p. 59). The following table shows the monthly average prices 
of gasoline at San Francisco, Portland, and Seattle: 

«ctlonH of thB United 



D,g,t7„lb,.GOOgIC 



PACIFIC COAST PETBOLEUH IHDUSTBY. 65 

Table 20. — Monthly average retail prices of gaioUne per gallon, 191i-19Sl. 
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Jaooary 
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£■■■"■■■ 

July.'.:::;; 

August... . . 
September. 
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HoTsmber.. 
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January 

February . . 

April.::::;; 
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July.'.:;::: 

e^amber. 

Norember. 
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San Fran- Fort- 



> Include! a cai ot Z cents per gallon. 



> Include 



k tai of I cent per gallon. 



Appendix Table 14 shows also, in addition to the above, indes num- , 
bers. The above monthly average prices were obtained by taking the 
announced prices of the Standard Oil Co. for the number of days they 
were in effect. The Seattle price was one-half cent per gallon hi^er 
than that for San Francisco from Jannary, 1914, to March, 1918, and 
from April, 1918. until August, 1921, it was 1 cent higher. Since 
August, 1921, a State tax of 1 cent per gall(Hi increased the margin 
to 2 cents per gallon. There was considerable fluctuation, however, 
between the Portland and the San Francisco prices. From January, 
80771°— 22-^ — 6 
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1914, to Jvdy, 1&16, the difference was one-half cent per gallon; from 
August, 1916, to May, 1917, the Portland price was 1^ cents higher 
than that for San Francisco; beginning with June and continuing 
until March, 1918, the margin between the two was one-half cent 
again ; in the following month the Portland price was again 1 cent 
higher, and this difference was maintained until March, 1919. Be- 

f inning with April, 1919, and continuing throughout November the 
'ortland price was 2 cents above that for San Francisco. In Janu- 
aiy, 1920, the margin was 3i cents, and that difference was main- 
tained to MaVj while from June, 1920, until March, 1921, it was 2 
cents, after which time a State tax of 2 cents per gallon increased the 
margin to 3 cents per gallon. As already stated, the large margin 
in 1^0 was due to the Baumfi requiremente of the Oregon State law. 
The monthly average retail prices for Portland ana Seattle were 
identical from January 1, 1914, through July, 1916; after the 
latter date the Portlandprice was 1 cent in excess of the Seattle price 
through April, 1917. !mginning with June, 1917, they were again 
identical in both cities until March, 1919, and from April through 
November of the same year the Portland price again exceeded that 
for Seattle by 1 cent per gallon. From January to April, 1920, the 
Portland price exceeded that for Seattle by 2J cents pergallon, while 
from June, 1920, until March, 1921, the excess for Portland was 
again 1 cent per gallon. The Oregon State tax of 2 cents per gallon 
became effective earlier than the Washington tax, and as a result 
the Portland price was 2 cents ^er gallon higher than the Seattle 
price from March to July, inclusive, after which time it was 1 cent 
per gaUon greater. 

San Francisco and Kansas Crrr psicsb. — San Francisco is one of 
the largest gasoline markets in the Pacific coast territory and Kansas 
City is one of the largest markets near the Mid-Continent oil fields. 
The Mid-Continent and California oil fields are so distant from each 
other that shipments of gasoline have been made from one region to 
the other only in times of acute shortage or when the margin between 
prices in the two sections was much wider than usual. For example, 
early in 1916, when there was a shortage of gasoline east of the 
Rocky Mountains and California had scarcely emerged from the 1914 
overproduction, some "tops," i. e., unfinished naphtha distillates, were 
shipped from California to Mid-Continent refiners, and in 1919 and 
1920, during the shortage in Califomiaj shipments of gasoline were 
made by the Mid-Continent and Wyoming refiners to me Calfomia 
marketmg companies, and again in the sprmg of 1921 gasoline prices 
were so low at Mid-Continent refineries that shipments were made to 
the southern part of the Pacific coast territory. On the whole, how- 
ever, the prices of gasoline on the Pacific coast and in the Mid- 
Continent territory have had little effect upon each other. The follow- 
ing table shows the movements of the monthly average tank-wagon 
w wbolesak prices <ff gagolipe at San Frsncisgo md Kansas City : 
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The comparison between San Francisco, Portland, and Seattle was 
given for retail service-station prices, while the above table gives the 
wholesale tank-wagon prices. The movement of the monthly aver- 
age prices in the above table is shown graphically in Chart 4, oppo- 
site page 72. The index numbers of these prices are also shown in Ap- 
pendix Table 15, in order to facilitate the comparison of the exact 
relative movement in the two markets. 

The monthly average wholesale tank-wagon prices of gasoline at 
the two cities differed only one-half cent per gallon in January, 1914, 
the prices being 14J cents per gallon at San Francisco and 14 cents 
p«r gallon at Kansas City. Early in 1914 they declined in both 
cities, but to an unequal extent, the price at San Francisco becom- 
ing slightly lower than that at Kansas City from February to June, 
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1915, after which the Kansas City price was lower until Nov« 
The prices at both cities reached their lowest point during the sui 
of 1915, the average monthly price at San Francisco declining 
cents per gallon and that at Kansas City to 8.8 cents per gi 
From that time on Uie prices increased at both places, except : 
decline of 3 cents per gallon at Kansas City during the latter 
of 1916, which was entirely overcome early in 1917. From Febn 
1917, to the end of 1920 the wholesale tank-wagon price of gas 
at Kansas City was from three-tenths of 1 cent to 4.7 cents per gi 
higher than at San Francisco. The increase in price from Jam 
1914, was likewise greater in Kansas City. The increase in San E 
Cisco was lOJ cents per gallon and at Kansas City ISJ cents per 
Ion, or a gain of 72 per cent in the former city and of 89 per cei 
Kansas <Sty. In ifel prices declined very raijidly to the Jam 

1916, level in the Mid-Continent territory, while in San Frani 
there was no change until May and a second decline in Aoj 
which made San Francisco prices only slightly less than thos 
July, 1920. 

Section 3. Wholesale price of kerosene. 

Pacific coast pric9». — The domestic coneumption of keroseo 
the Pacific coast territory is not nearly as large as that for gaso 
and the proportion of the total quantity sold m the home markt 
small compared with that exported. On account of the comp 
tively small domestic demand the price changes during the pe: 
have been influenced more by conditions in the export market t 
by conditions in the home market. The prices presented in this 
tion are the monthly average wholesale tank-wagon prices. As 
Francisco is the most important domestic market tor kerosene 
the Pacific coast, the monthly average prices for that city are j 
sented in the following table: 

f kerosene per gi 



' No further change doring 1921. 



The domestic wholesale prices of kerosene have been very stal 
The price of 9 cents per gallon was quoted first in July, 1912, a 
continued unchanged until July, 1918, a period of six years. Kw 
sene was the only petroleum product that did not decline in pri 
during 1914 and 1916. The wholesale domestic gasoline prices ( 
clined 5i cents per gallon from January, 1914, to August, 1915, wh 
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the wholesale price of both gasoline and kerosene became exactly the 
same, namely, 9 cents per gallon. Beginning in September, 1915, 
gasoline prices began to increase rapidly until they were 18 cents 
per gallon in December, 1916, while the wholesale price of kerosene 
remained at 9 cents per gallon. 

The first increase in the domestic wholesale price of kerosene was 
ia August, 1918, when it increased one-half cent per gallon, and 
in 1919 there was an increase of 3 cents per gaUon, while during 
1920 there was a further increase of 4 cents per gallon, making a 
total increase of 7^ cents, or 83 per cent, at the ena of 1920, as com- 
pared with January, 1914, The increase in the prices of kerosene 
during 1919 and 1K!0 was due largely to the revival of the export 
trade. The movement of the whmesale kerosene prices is graphi- 
cally presented in Chart 4, opposite page 72. Kerosene prices re- 
mained at the high 1920 level through May, 1921. In June there 
was a reduction of 2 cents per gallon. 

San Francisco and Kansas Cftt phices. — ^The wholesale tank- 
wagon prices at San Francisco show the domestic price movements 
for kerosene produced in the California field, while those for Kansas 
City show the price movement for the Mid-Continent field. The 
bulk of the California production is sold for export, while most of 
that produced by the inland refineries in the Mid-Continent field is 
sold in the domestic market, consequently the price changes at San 
Francisco reflect in a large part the export market conditions, while 
those at Kansas City are influenced principally by the domestic 
supply and demand. The monthly average wholesale prices of 
kerosene at Kansas City and San Francisco are shown in the follow- 
ing table: 
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Tablk 23. — Monthlp average wholesale tank-Kaffon prtcet, etc. — Continiied. 
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The monthly average wholesale prices of kerosene at the two 
cities were relatively far apart in January, 1914, the San Francisco 
price being 9 cents per gallon and the Kansas City price 6J cents 
per gallon. The San Francisco pric« remained at 9 cents per gallon 
until July, 1918, while the Kansas City price, after considerable 
fluctuation, went above the 9-cent level in December, 1917, and 
although the San Francisco price began to increase in August, 1918, 
the Kansas City price remained above the San Francisco price, 
except for two months in the first half of 1919, from December, 1917, 
to February, 1921. Beginning with February, 1921, the San Fran- 
cisco price has been higher. The average wholesale market prices 
at the two cities in December, 1920, was 17.2 cents per gallon at 
Kansas City and 16J cents at San Francisco, which represented an 
increase of 10.7 cents per gallon and 7-i cents per M,Hon, respectively, 
as compared with the prices in January, 1914. This represented an 
increase of 83 per cent in San Francisco and of 165 per cent in Kan- 
sas City, In 1921, Mid-Continent prices declined very rapidly to 
7i cents per gallon bj July, which was practically the same as the 
July, 1917, price, while in San Francisco kerosene prices were only 
reduced 2 cents per gallon. The movement of the monthly average 
wholesale tank-wagon prices in the above cities is graphically pre- 
sented in Chart 4, opposite page 72. Appendix Table 16 shows these 
prices with index numbers. 
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RESTRICTION OF COMPETITION BY THE LARGE MARKET- 
ING COMPANIES. 

Section 1. Origrin of inqairy and somces of infonuation. 

Resoldtion DntEcrs inquibt BBOABDiirG COMBINATIONS. — ^The reso- 
lution' directing the inveati^tion of the P&cific coa^t petroleum in- 
dustry requested infonnation as to the causes of the advances in 
the mark^ prices of the various petroleum products covering the 
period 1914-1919. It specifically named the Standard Oil Co., the 
Union Oil Co., and the General Petroleum Corporation, and re- 
quested infonnation concerning; the activities of these companies 
"and other companies," and aSo directed the Commission "to re- 
port to the Senate what, if any, combinations in restraint of trade 
between those engaged in this business or unfair competition on 
the part of any of these or other agencies engaged in said business 
have existed during the said period or do exist at the present time, 
and if such combinations, restraint or unfair competition have ex- 
isted or do exist, what, if any, effect the same have had upon the 
market price of fuel oil, gasoline, and other petroleum products, 
especially on the Pacific coast, and especially with reference to the 
price charged to the ultimate consumer of the same." 

Sources op information. — In order to secure the facts regarding 
the activities of all of the large companies in marketing petroleum 
products, interviews were had with those in a position to know the 
facts regarding competitive conditions, and the records and files of 
the large companies, as well as those of members of the Independent 
Petroleum Marketers' Association, were examined to secure docu- 
mentary evidence bearing on such activities since January 1, 1914. 
It was not possible to make a complete examination of the corre- 
spondence files of the Standard Oil Co. for the period 1914^1919, 
which is the period named in the resolution directing the inquiry. 
Only part of the records called for by agents of the Commission 
had been preserved by the company. The records called for which 
had not been preserved included the correspondence of the fuel oil 
division of the sales department at the main office in San Fran- 
cisco, and the correspondence of the sales stations at Los Angeles, 
Oalir., and Phoenix, Ariz., prior to January 1, 1918. It appears 
that these records were destroyed during January, February, and 
March, 1921. There was apparently no general company order 
covering the destruction of records, but each department made its 
own regulations. At various times from December, 1917, to Janu- 
ary 21, 1921, circulars were issued in the sales department stating 
that correspondence should be preserved for a certain length of time, 
in most cases this time was given as 3 years, and that the older cor- 
respondence should be destroyed. Apparently the destruction of 
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records in 1921 was the result of a circular letter issued January 21, 
1921, by L. T. Haskell, auditor of the sales department. The cir- 
cular contained the following paragraphs: 

Correspondence to and from the Home Office with the exertions noted 
below, will be destrojied at ttie end of each three years. That iB, on January 
1st, 1921, the correspondence up to and Indading December 1917 wonld be de- 
stroyed. 

Letters outlining poUdes to be preserved indefinitely. 

Numbered letters on policies and accounting to be preserved indefinitely. 

In order to afford the members of the Independent PetFoleum 
Marketers' Association and the large marketing companies an op- 
portunity to explain statements in letters or other documents which 
apparenuj indicated agreements or understandings concerning 
prices or trade practices, the Commission submitted memoranda 
to the secretary of the association, to ttie presidents of the Asso- 
ciated Oil Co., the Standard Oil Co., the Union Oil Co., and to 
H. S. Botsford, manager of the Puente Oil Co. The explanations 
of the above-named companies are given in Exhibits 1-3 and Ex- 
hibit 21, On October 7, 1921, an informal hearing was held with 
H. H. Maxsoii, secretary of the association, at which each point 
in the Commission's memoranda was discussed in detail. The 
stenographic report of the hearing as well as the written reply of 
Mr. Maxson is present«d in Exhibit 4. 
Sectioa 2. Importance of large companies. 

Position op Standaed. — In 1919 the five large oil companies and 
allied companies produced and purchased approzimateJy 90 per 
cent of the California crude petroleum, they owned and operated 
the pipe lines through which this crude was transported, and they 
reined and marketed about 90 per cent of the refined produd^ 
produced and sold on the Pacific coast. The Standard Oil Co. 
markets the bulk of all petroleum products, excepting fuel oil, that are 
sold by tliese five large companies. In 1919 its proportion of the com- 
bined quantity of the principal petroleum products sold by the 
five companies in the domestic market was: Gasoline almost 61 

{ler cent, engine distillate 43 per cent, kerosene 78.5 per cent, and 
ubricants 73 per cent. 

Prices set bt Standard. — The dominant position of the Standard 
Oil Co. as a producer and purchaser of crude petroleum and as a 
marketer of petroleum products, together with the disposition of 
other companies to "follow the Standard" since 1915, has enabled 
this company to name the prices of these products. The president 
of the Union Oil Co., the second largest factor in the petroleum in- 
dustry of California, described the method of determining prices 
of petroleum products for the Pacific coast territory ob fmlows 
(see p. 135) ; 

It is a known fact tbat for many years past the wholesale open mai^et 
prices of gasoline and distillate on the Pacific Coast have been regnlated by 
the prices fixed by the Standard Oil Company, and that the other marketing 
concerns in that territory have fixed their sales prices so as to correspond 
with the prices established by that Company. This is the natural and un- 
avoidable tdtuation resnitlng from the fact that a large percentage of tlte 
oil refining and marketing bnsinees has been In the hands of that corpora- 
tion, and has not been brought about by any agrewnent between the market- 
ing companies for the fixing of prices. 
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Sectum 3. Control of crude petroleum prion. 

CoNTBOL BT PIPE LINES. — In Order to transport crude petroleum 
from the oil fields the producers' tanks axe connected by gathering 
lines with a main pipe-line system, and in California most small 

£ reducers are limited to a single purchaser because only one pipe- 
ne system is ayailablB and the pipe lines have not been actually op- 
erated as common carriers.^ The control of prices of crude petroleum 
by the large companies, by virtue of their ownership and operation 
of nearly all the oil pipe bnes in California, as set forth in tne pipe- 
line decision rendered by the Eailroad Commission of the State of 
California on December 31, 1914, or just at the beginning of the 
period covered by this inquiry, is as follows;* 

The record clearly shows that these pipe lines are the only efficient means 
of conveying oil from the Sao Joaquin Valley fields to the inarltets. The oH of 
the Independent producers is being purchased In ttie fleids by the large oil com- 
panies and then transported to tlie market through these pipe lines. The oil 
markets are at great diatancea from the producing weils. The IndependeDt 
producer cannot, blniself, construct a line to carry hla oil. The expense of con- 
structing such a line is prohibitive. Pot this reason ttie oil pipe lines have 
an advantage over the independent producer. If the oil of the Indep^ident 
producer is to reach the market at all, It must be transported through one of 
these pipe lines. To have his oil transported, be must sell it In the field to one 
uf tlie large oil compaiUes. 

Under these circumstances it would naturally be expected that the oil pipe 
lines companies couid dictate the prtcea at which the Independent producer 
should sell his oil to them. 

The record shows the companies are doing this very thing. There is a re- 
marlcable uniformity in the price offered by ail of ttiese companies for the oil 
of the independent producers. The record is spedflc that the Oenerai Petro- 
leum Company adopts the price named by the Standard Oil Company; that 
representatives of the Associated Oil Company and the Union Oil Company 
frequently confer upon the price to he offered the lnd^>«ident producer, and 
that no company has ever underbid [overbid] a price named by ttie Associated 
Oil Company, In our opinion these facts, relative to the price ofTered for the 
oH of the Independent producer could not exist under free competition In the 
bidding for U'at oil. It 18 clearly evident that these large oil companies in the 
San Joaquin Valley control the price at which the Independent prodncer is 
reqoired to sell his oil to them. 

The control of the oil production in this state has an important l)earing upon 
the question of monopoly In the oU pipe line business. The record shows that 
of the state's entire production the Standard OH Company controls 30 per cent, 
the Associated OU Company 22 per cent, the Independent Oil Producers Agency, 
which controls tie Producers Transportation Company line, 22 per cent, the 
General Petroleum Company which controls the General Pipe Line Company 
of California 11 per cent, and the Kern Trading and Oil Company, which iKes 
one Imlf of the capacity of the lines of the Associated Pipe Line Company, 10 
per cent. Ninety-five per cent of the entire oil production of this state Is con- 
trolled by these five companies. By far the greater portion of this oil is pur- 
ciiased by these companies from the independent producer in the fields. These 
companies have become the exclusive buyers of the oil of the Independent pro- 
ducer. The complete control which these companies may exert over the inde- 
pendent producer In the disposition of his oil is Obvious, We find as a fact 
tliat Standard Oil Company, Associated Oil Company, producers Transportation 
Company, Associated Pipe Line Company and General Pipe Line Company of 
California have secured the control and monopoly of the transportation of 
crude petroleum and the products thereof from the San Joaquin Valley oil fields 

The Eailroad Commission refers to the uniformity of the price 
offered to the independent producers by these companies, and states 
that the General Petroleum Co, adopted the price named by the 

> See Part I, pa 
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Standard Oil Co.j while representatives of the Associated Oil Co. 
and the Union Oil Co. frequently conferred upon the price to be 
offered. At the date of the above opinion by the Railroad Commis- 
sion of California, there were four companies operating oil pipe lines 
tapping the oil fields in the San Joaquin Valley, viz. Standard Oil Co. 
(California) ; Associated Pipe Line Co., owned jointly by tlie Asso- 
ciated Oil Co. and the Southern Pacific Co. ; the General Pipe Line 
Co., owned by the Greneral Petroleum Co. ; and the Producers Trans- 
portation Co., controlled by the Union Oil Co. In 1915 the Valley 
Pipe Line Co., controlled by the Shell Co., completed its line from the 
Ooalinga field to Martinez. There has been no change in the price 
policy since 1914. 

Attitudb towahd Union-Aqenct contract. — Since 1910 the crude 
petroleum produced by the members of the Independent Oil Pro- 
ducers' Agency (see p. 21) has been marketed through the Union 
Oil Co. The Agency has at times found it difficult to prevent the 
withdrawal of members because they were not satisfied with the 
prices they were receiving for their crude. This situation and the 
attitude of the manager of the fuel-oil department of the Southern 
Pacific Co., the principal consimier of the heavy grade of crude pro- 
duced by the Agency members, is shown in a letter dated August 9, 
1917, written by T. A. Hays, assistant to the vice president and 
general manager of the Union Oil Co. : 

Was in Mr. D'Heur's ofRce this P. M. and he Bhowed me a letter signed by 
Mr. Louis Melzer, on a letterhpad of the Koseburg Oil Company, whose offices 
are in the Merchants National Bank Building, Loa Angeles. In this letter Mr. 
Melzer says that he Is associated wltti Mr. Black, and that they will have the 
output of twenty-five companies and individuals, who are at present mamhers 
of the Agency, and that liey will be in a position to furnish liim with 20,000 
barrels monthly. They also say that, at tlie present time, they have 25,000 
barrels of oil on hand and would like Mr. D'Heur to come and see them In 
Los Angeles, or Mr. Melzer would come to San Francisco, if Mr. D'Heur was 
Interested. 

In my presence, Mr. D'Heur dictated a letter to Mr. Melzer, and told him 
that he was not biterested in Agency oil, except through the proper channels. 

I should liflve said that Mr. Meizer says in his letter, that Mr. Black Is 
bringlug a suit that would allow any Company, at present in the Agency, to 
withdraw whenever they saw lit. 

Mr. D'Heur said he thought we would consider it, and he would consider it, 
an unfriendly act if he did business with this outfit. 

The other large crude-petroleum purchasers generally recognize- 
the Union Oil Co.'s contract with the Agency and do not attempt 
to purchase crude from Agency members, 

Basis of contract pmces. — The prices of the Standard Oil Co., 
which are publicly announced, are generally used as a basis for the 
purchase of crude petroleum in the principal oil fields by all other 
companies. The light crude petroleum purchased by some of the 
Eonall refiners in Southern California is based on the Standard's 
announced prices, but these refiners usually pay a premium over the 
Standard prices, as shown by the following ertract from a letter 
written by the Wilshire Oil Co. to James and William Shields on 
April 28, 1919: 

Confirming our conversation of today, we herewith offer to contract for all 
your Royalty Oil which is produced upon your proi>erty by the Montebello Oil 
Company, near Fillmore, California, for a term of five (5) years; and we will 
par you a premium of twenty-five cents (25#) per barrel, at all times, over and 



PACIFIC COAST PBTftOLEtTM INDUSTRY. 79 

above tlie Standard Oil Company's published pordtase ^ce of Crude Oil of 
like Qravitjr and quality to the producers at the well In the V«itura Oil Field, 
on B sliding scale, up and down. 

In case the Standard Oil Company does not publish Its purchase prices in 
the Ventura Oil Field, for crude oils of lifce Gravity and quality as that pro- 
duced upon your property mentioned above, then the Standard Oil Company's 
published purchilse prices to tlie producere at the well in the Whittier-Fullerton 
Field shall apply. 

The directors of the Independent Oil Producers' Agency accept 
the Standard prices as a basis for settlement. On March 20, 1920, 
Alex. Miller, president of the Del Key Oil Co., a member of the 
Agency, wrote to W. B, Eobb, secretary of the Agency, as follows : 

I saw in the papers that the Standard Oil Co. has decided to raise the price 
on all grades of oil 25^ per bbl., the increase to begin March IT, 1820. 

Will you please inform me whether the Union Oil Co. will pay us tbet Increase 
in the next check for the February shlpmeots, or whether the increase Is to 
begin with shlpmeuts made after March 17th, 1920! 

Mr. Bobb replied to the above on March 22, 1920, as follows : 

Responding to your favor of recent date dealli^ with the advance In crude 
oil made by the Standard Oil Company on the 27th instant, it Is the custom 
of the Standard when issuing a new schedule of rates to have the same apply 
ten days from the date on which the announcem«it is made therefore on all 
contracts esisting ; this advance will be applicable on the 27tli, 

The Agency, being obliged to pay all of its mraabers the average net price 
received, will multiply the first twenty six days In March by $1.23 and the 
concluding five days by $1.48 and divide the total result therefrom by thirty 
one, which will give the average price for the current month. This is done so 
tliat the spirit of the contract may be carried into efEect and also that members 
may not be discriminated against because of tt being to the advantage of the 
pipeline or their convenience to make deliveries during a particular period of 
the month. 

The other large purchasing companies use the published prices of 
the Standard Oil Co. in contracting for the royaltv portion belonging 
to the lessor of property which they lease. On February 21, ISSl, for 
example, the XTnion Oil Co. entered into a contract of lease with 
Minnie A, Eickard, of Bella Vista, Calif., which contained the fol- 
lowing provision : 

D. It is further agreed, that, except as hereinafter otherwise provided, the 
Lessor may, during the entire period of this lease, or from time to time, In lieu 
ot taking her royalty oil in kind, elect to sell to said Lessee and said Lessee 
sliall purchase from Lessor all of the merchantable royalty oil of said Lessor 
produced from said lands, and shall pay for the same et the prices fixed by the 
pubUc published schedule prices offered by the Standard Oil Company of Call* 
fornia, for oil of like gravity and quality in the district where said premLses 
are situate, but subject to the usual and customary deductions for tempera- 
ture, water and B, S., and the actual co?t ot treating said royalty oU, in ease 
same shall require treatment; provided that for flrst year after royalty oil 
becomes deliverahle Lessor shall be deemed to elect so to sell the same, — and 
that any election thereafter shall be made In writing within thirty (80) days 
before expiration of the current year and shall then have effect until the «id of 
the next calendar year, — hut If no such election is made. Lessor shall be deemed 
to have elected to sell said oil as aforesaid. Payment ^all be made by the' 
Lessee on or before the twentieth of each calendar month for all royalty oil 
or other products received by it during the preceding calendar month. 

Section 4. Price competition in reined petroleum products, ldl3-1916. 

Retail mabgin established. — In 1914 the margin between the re- 
tail and the wholesale price of gasoline varied widely. In the San 
Francisco territory, for example, the retail margin varied from 5i 
cents to 9i cents per gallon above the wholesale price. In the fall of 
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1914 a meeting was held at the Hotel Oakland, in Oakland, Calif., at 
which representatives of the large refining com[>ame8 met with the 
Automobile Industries Association to discuss retail prices and market- 
ing conditions. Under date of September 22, 1914, this association 
wrote to the sales manager of the Standard Oil Co. as followa : 



Attention of Sales Mgr. 
Dbab Sib: Since the installation of the gasoline service atatlous within the 
Bey district, there has been much cutting In the price of gasoline and aa our, 
association represents abont aixty-five dealers who sell gasoline, we believe it 
onlf £iilr and Just that they should be entitled to a legitimate profit on each sale 
of BQCh product. 

Therefore, the Association kindly Invites your firm to send an authorized 
representative to our meeting, which will be held next Thursday evening, Sept. 
24th, at the Commercial Olub rooms, top floor of the Hotel Oakland of this city. 
At that time we hope to he able to devise some plan in which a staple differen- 
tial of price can be maintained. 

We can not impress upon you too strongly the importance of this meeting 
and ask that you make a special effort to be present. No dinner will be served 
and the meeting will be called to order at 8 P. M. sharp. 
Aaklng for your co-operation In this matter, we are 
Tours very tmly. 

Automobile Industmes Associatiok. 
Per (sgn) HEmEEi S. Smith. 

As shown by the following letter, representatives of all of the large 
refining companies, except the Associated Oil Co., were present: 



Oakland, Gai.., Bept. 25, 19H. 
Oabaog Association, 
Mr. H. T. ElABPEB, 

Standard OH Compant/, Ban Franctaco, CaUf. 

DSAS Six : Last evening, in the Oommerclal Club rooms in the Hotel Oakland, 
the second meeting in the organizing of a garage association took place, the 
several representatives of the dlOSereot companies. In a wholesale way, being 
requested to be present. 

This invitation was received by the undersigned at the last moment. I 
rather he^tated attending a meeting of this character by reason of our past, 
but concluded, from aometbing I heard from a friend on the street, that it was 
really advisable that I he there simply as a spectator ; hence I attended. I 
asked also to have oui Mr. Munro there. 

The several representatives of the other companies were there. From the 
Union, Mr. Dutton and Local Manager Wallflsch; from the Pinal Dome, Mr. 
Stevens; from the PaclOc States, cannot recall his name now; from the Shell. 
Mr. Sinclalre. The Aasociated were not present. 

The association numbers 99 firms at this time and seems to have made con- 
siderable progress slQce their ortgtual date of organlKatlon. Tires and the Gaso- 
line situation were their problems. I stated simply that we were there in the 
capacity of wholesalers ; that we really had nothing to say as to what the retail 
prices should be. but some doubt was expressed concerning our having any di- 
rect interest in the National Supply Company; and I stated that that matter 
bad been made plain twice by bitten statements from the President of our 
Company — we did not know how we could make it any stronger. 

1 further emphasized that we were not retailing Gasoline and that for this 
reason we did not see where we had anything to do with the retail price. 

An attempt was made to bring out what was thought to be a reasonable 
margin for the handling of Gasoline, the conclusion being that It would be well 
for several garages to tab the actual time taken for the delivery, cost of the 
man's time, leakage loss, the added cost of Insurance because of the Gasoline 
hazard or risk, etc. One of the representatives, Mr. Dutton, rather emphasized 
that they should have Ave cents per gallon profit, for which he received aome 
^iplause. 
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I dlatiiictljr wlthbeld from exprewlng mjself as to the profit that might be 
had but believe that It may be finally conelucled that IJ* above what Is referred 
to as market list may be made a correct price. This may. be slightly deducted 
from for firms that are large commercial nsem. It Is somewbat on the basis of 
tire schedules. 

What led me to go was the intlmatloa that there might possibly be a land- 
slide by the Association from onrsdves and it appeared from the general trmd 
of tbe meeting last night tt was best for us to be r^resented. 
Tours truly. 

Another meeting of this assotaation was held on October 3, 1&14, 
to whidi the Standaj^i Oil Co. was invited to send a representative. 
TTie Oakland agent of the Standard was instmcted by the home office 
to use his own judgment as to the advitftbility of attending this 
meetii^, and he did not attend. (See Exhibit 2, p. 138.) 

On October 1, 1914, the Standard took over the service stations of 
the National Supply Co., referred to in the above letter, and on 
October 8 the Standard began operating these stations and fixed its 
differential on gasoline between the wholesale and the retail price at 
$0.02 per gallon. The object of the Standard in aajuiring these 
stations is given in the following excerpt from a, letter written 
November 2, 1914, to the fire mamial of San Francdaco by W. S. 
MiUer, of the Standard, as follows : 

A month or two ago a report came to me that possibly onr company might 
be able to buy out these stations. Tbe condition of the Gasoline market was 
in such aliape that our company bad to do something and it was thought that 
poesibly by buying these stations and putting in some more we conid standardize 
the business both as to quality and as to pr^ce — not that we can control prices ; 
that we don't aim to do except In our own plants. With this end in view we 
opened negotiations with these people and bought them out as of October Ist, 
taking possession about the 8th of October. We have three of these stations in 
San Diego, seventeen in Los Angeles, eight on the other side of the Bay and 
three or four here. 

Price cuttinq reported by agents. — As already stated, the Stand- 
ard Oil Co. began retailing its refined produjcts in October, 1914, 
after whidi time it made its own retail price and instructed its agents 
to keep it informed regarding the prices of competitors. On Novem- 
ber 13, 1914, the following letter was sent to all district sales man- 
agers: 

We frequently hear from our District Sales Managers, through Weekly Trade 
Reports or letters, that competitors are offering Petroleum products especially 
Gasoline and Refined Oils at less prices than those at which we are selling. 

We would be pleased indeed If you could get U8 some evidence of this either 
In the shape of a bill, a quotation or something that, you might say, would be 
evidence in a court. 

The home oiRce of the Standard Oil Co. was kept well informed 
of all price agreements of the Independent Petroleum Marketers' 
Association (see p. 123), and local representatives of the Union 
Oil Co. kept their main office informed of competitors' prices. 

Price coMEErrmoN active, 1913-1915. — Active competition origi- 
nated among the small independent refiners in the vicinity of Ix>s 
Anroles in 1918, following the entrance of the Shell interests into 
thePacific coast market. This cOTapetition caused a marked decline 
in gasoline prices, which spread over the entire Pacific coast terri- 
tory. The keen competition in the Los Angeles territory was lai^ly 
eliminated and harmony established by the end of 1915. Thereafter, 
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as a rule, nnifonu prices were maintaiQed on refined products and a 
uniform poli(^ established in the claseificatioa of cuBtMneria -which, 
were allowed differentials frran the retail price. Complaints ally- 
ing price cutting or other interference with the maintenance of taa 
recognized price originating with local company ageids in the differ- 
ent localities were usually adjusted. 

During this period there was also some price competition among 
the large marketers, as is indicated by the following extract from a 
letter dated July 23, 1915, written from San Frantasco to C. M, Fuller, 
general manager of the Ridifield Oil Co. : 

The following, relative to the situation In tlie gasoliae market here may be 
of Interest to you. As yon are aware the A. O. Co.* has the contract with the 
Garage Dealers Association at three cents below the market Th^ have In- 
terpreted this contract to Include any new garage? that may join the AsaodattoD. 
Ab you can see this give? them practically a monopoly on the garage busineas 
tmless competitors meet their prices. So far the Union and the Stajidard are 
standing pat on a two cent differential, but the Shell Company Is evidently 
going after the business as the following instance will show. 

Mr, Kelday, formerly secretary of the OaiiCornla Oil Burner Company re- 
signed some time ago, as I told you when you were up here, and started a new 
concern called the California OH & Service Co, He has obtained a three cent 
dlfTerential from the Shell on gasoline — also a 2ic price on stove oil. Mr. 
Ralph of the Union told me tAat Mr. Williamson, the S. O.* Manager In Oakland 
had Indisputable evidence to this effect and had bron^t It to the notice of his 
superiors with the result as' he assured the U. 0.' man that there would be 
another ic reduction In the very near future. 

I was also told that the S. O.* people already have signs for lOJe and 10c 
painted and ready to be put up. Doesn't sound very encouraging, does it? 

The above referred to conditions in the San Francisco district 
Section S. Kaintenaoce of prion of refined prodaota, I9I5-1920. 

Price adjustment attempted at San FRANcrsoo.^In the latter 
part of 1915 an effort was made to " adjust " conditions in San Fran- 
cisco, as shown by the following letter of November 9, 1915, written 
by the president of the Bichfield Oil Co. to J. B. Carlock at San 
Francisco : 

Please confer with Mr. Hayes, of the Union Oil Company, with reference to 
a meeting to be held next Tuesday for the purpose of several adjustments nec- 
essary with reference to prices, etc., In San Prandsco. 

You understand our policy la to work with our good competitors In every 
way that Is posrfble for harmony to the best businesH Interests. 

Use your own Judgment in connection with matters coming np ut that 
meeting and advise ua as to what steps, If any, are taken governing the situa- 
tion. 

On November 12, 1915, Mr. Carlock wrote to T. A. Winter, presi- 
dent of the Richfield Oil Co., in reply to the above letter as follows : 

Have just come from a conference with Mr. Hayes who advised me that the 
proposed meeting has been called off temporarily — reasons for this you may 
obtain from Mr. Ralph, as he suggested It would be betber not to put It in 
writing. He also Informed me that the Standard have reduced the gravity 
of th^ gasoline to 591 and that the Union Intend to f<^low suit on or about 
the 15th of this month. 

Pkioes MAINTAINED IN San Diboo. — In the San Diego territory the 
Union Oil Co. was maintaining the Standard prices, as is shown by 

• Aaioelated Oil Co, 

• Standnrd OtI Co. 
•UotoD Oil Co. 
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the foUowmg letter written by C, W. Ralph, of the Union Oil Co., 
to L. H. Fi^, of the same company, under date of October 1, 1915 : 

Repiying to yonr 534-F, of September 2&th, In reference to your aub-agent at 
El Cajon selling R. F. Robinson, agent for the Case Ant(»nobile & Tractor 
Company SOO gallons of gasoline at 24 off the market, tbla was absolntely In 
line according to your instructions under date of August 2Ist. 

However, you appreciate tliat it Is far from our wish to bring about a gaso- 
line war. In view of this, won't you please get in close toach with Mr, 
JefTrles and ascertain fully just what his Company is dolog with trade of this 
kind and we would suggest that you follow the same methods in regard to 
marketing so as to not cause any friction. We trust you can do this without 
losing any business. 

The Mr. Jeffries referred to above was a representative of the 
Standard Oil Co. The examination of the San Diego agent's letter 
file did not reveal any further question regarding the classification of 
trade or price differentiala 

Prices of Standard followed at KrNflHAN, Ariz. — During the 
summer and fall of 1915 there was complaint by the local repre- 
sentatives of the Union Oil Co. and the Standard Oil Co. regarding 
alleged price cutting at Kingman, Ariz., which required considerable 
negotiation and several visits by aggnts of both companies to King- 
man before the matter was finally adjusted. Prior to 1919 the 
Union Oil Co. and the Standard Oil Co. were the only large market- 
ers selling California refined products within the State of Arizona. 

On June 17, 1915 J. E. Balsley, district sales manager for the 
Standard Oil Co. at Phoenix, Ariz., wrote a letter to H, T. Harper, of 
the Standard at San Francisco, in -which he described the conditions 
at Kingman, Ariz., as follpws : 

We have enjoyed a large percentage of the available business at Kingman 
since opening our station thru the cooperation of Tarr & McOomb, Lovin & 
Withers and the United States Stores, 

When the Union Oil Go. <^>ene<j their StatiMi last Fait, the Arizona Stores 
Co. diverted their business to the Union. 

This gave us about 75% of the business, the balance going to the U. O. Go. 

Thru some misunderstanding with the U. O. Go. the Ariz. Stores Go. severed 
their business relations with the Union recently, giving us the business. TSils 
placed the Union in such a position that theyi necessarily had to go after thej 
consuming trade. 

They have placed in operation at Kinsman this past week, a 3§ ton combina- 
tion tank wagon and package truck. They are going to sell to the Mines and 
to the consuming trade direct, and are, also, In a position to deliver. Un- 
doubtedly they will deliver at about actual cost, which will further decrease 
the cost of oils to the consumer in the outlying districts, as Tarr & MeComb and 
Lovin & Withers have chained a rather escessive rate for hauling. 

I am giving you all of this information, so that when I write again' you will 
be armed with the facts. 

It would seem policy for us at the present moment to sit tight and await 
developments, as we luive all of the large interests on our side — and still Ln 
the writer's opinion it would indicate that It is only a question of .time before 
(he Union will secure the largest percentage of the business thru the fact that 
they will sell direct at the list price and do the hauling at a nominal figure. 

At this date some of our larger interesta there have asked for a better differ- 
ential, so, that they would be able to meet the Union's competition. The list 
prices at Kingman will hardly stand for another increase as it would put 
Kingman open to competition from Los Angeles by doing so. 

I will beep in close touch with this situation, and make my recommendations 
after sifting the matter down a little further. 

The truck which was placed In operation is a combination 3i ton VELIE 
with a 800 gallon tank arranged so that it can be taken from the bed and the 
Truck used for case and barrel deliveries. 
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The latter part of June the Union Oil Co. was reported to be 
selling at 1^ cents per gallon under the list price, and the Standard's 
local representative was instructed bj the hwne office to reduce the 
price 1 cent per gallon on gasoline, engine distillate, and kerosene, 
effective July 1, 1915. (See Exhibit 5, p. 199.) This reduction of 
1 cent per gallcHi was made by the Standard "to meet competitive 
conditions. (See p. 140.) Prior to this reduction the Kingman 
price was 6J cents above the Standard's El Segundo refinery price, 
while after July 1 the differential was maintained at 5^ cents per 
gallon. (See Exhibit 2, p. 140.) 

After the generalprice advance of October 5, 1915, the local rep- 
resentative of the Union Oil Co. at Kingman complained that the 
Standard had not increased its price 1 cent per gallon gasoline and 
one-half cent per gallon engine distillate. (See Exhibit 5, pp. 
199-203.) On October 16, 1915, the Union's agent at Phoenix was 
instructed by wire and by letter from the home office to attempt to 
adjust matters, as shown by the following extract from the com- 
pany's letter of October 16, 1915 : 

We have jiist wired yon as per confirmation attactied. C. A. Moore's letter to 
yon of October 14tL, file CAM-628 copy to us; also bis letter, file CAM-630, 
of Oetol)er 14th, copy to ns. In both instances he is calling our attention 
to onr competitor's not advancing their prices. 

We trust you can see whoever is necessary and get this adjusted, for, if 
they will not line up as we have be«i led. to believe they would do, if will 
simply force us to meet existing conditions, which we do not wish to do, pro- 
viding It can be adjusted differently. 

The instructions contained in the above letter were complied with, 
as is diown b^ a letter dated October 19, 1916, written by C. E. 
Beach, Phoenix representative of the Union, to C W. Ralph, the 
company's manager of stations. 

Referring to the above subject: I have tnlked this matter over with our 
Competitor, and of course, they denied not having raised their price the last 
time prices were raised In Arizona. However, one of their representatives is 
on bis way to the Coast, and informs me is stoi^lng off at Kingman, and will 
look Into this matter. I think this will be adjusted if they are out of line. 

On same date C E. Beach wrote to C A. Moore, the Union repre- 
sentative at Kingman, in part, as follows : 

Referring to the above subject : I have not had a chance to talk this matter 
over with Mi-. Balaley, but talked to Mr, Ferguson and of course he contends 
that they are selling at the regular list price, and raised the price as we did 
last time. However, Mr. Ferguson Is on his way to Kingman at the present 
time and I trust will adjust matters, but it would be well for you to keep your 
eye on this, whldi I know you will do, and see if they really do make the right 
price. 

Messrs. Balsiey and Ferguson were representatives of the Stand- 
ard Oil Co. 

On November 2, 1915 John H, Hull, of the Union Oil Co. of 
California, wrote to C. W. Balph, in part, as follows : 

I then met Mr. Harlan, Traveling Salesman for the S. 0. Co. and had a 
long talk with him and he was very agreeable to everything suggested and 
assured me that prices would be maintained and sold at schedule, and sliould 
he find anything which we were doing which did not look business-like to him, 
he would be very glad to take it up with ua and should his company do anything 
that looked unfair to us. he would be very glad to do everything possible to 
correct it. If his attentlim was called to the matter. 
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The following day, November 3, 1915, J. H. HuU, of the Union, 
wrote to C. E. Beach at Phoenix, Ariz., regarding "Kingman 
prices," in part, as follows : 

We are today In receipt o( copy of Mr. C. A. Moore's letter No. 655, oj 
October 2!>tb. 
After reading this letter over carefully we would suggeet that jon see Mr. 

B. and show him that portioc of Mr. Moore'e letter In which Mr. Moore thinks 
hia company is treating u8 unfairly In not maintaining prices. 

As you appreciate we took Mr. B. at his face value and believe that he 
intends to play fair with us, and it is only courtesy on our part to give blm 
a chance to show his hand and not Judge him unduly. 

Foi your information, I went to Kingmau a^ you well know, and tried to 
straigbten out the eltuation to the beBt of my ability. We had the assurance 
from Mr. Harlan that his company intended to play fair and do everything 
they possibly could to adjust any matters as to price cutting. I gave your 
assurance, and my own, that we would do our part to keep from demorallzine 
prices as I know that you feel we win all be better off to get a good price out 
of our Kingman products as yon realize It Is a very expensive place to do 
business. 

I took it upon myself to Instruct Mr. Moore that he must not cut any prices 
without first conferring with you, as we have made certain promisee to our 
competitors which we feel in duty bound to keep, providing they are fair with 
us. If Mr. Moore can show us at any time where they are cutting prices, you 
know that we will tx? at all times willing to give you, or him our best efforts 
to correct anything that ts wrong. 

Mr, B. referred to above was J. E. Balsley, district sales managOT 
of the Standard Oil Co. at Phoenix, Ariz., as he was named in C. A. 
Moore's letter No. 655. (See Exhibit 5, p. 201.) Mr. Harlan was 
a traveling salesman for the Standard. 

The local representative of the Union Oil Co. at Kingman still 
complained of the Standard cutting prices, and on November 18, 
1915, J. H. HuU, of the Union, wrote C. E. Beach, of the same com- 
pany, in part as follows : 

I have gone over the Kingman letters and note In several instances, where 
Mr. Moore cites where the Standard Oil Co. actually have not acted In good 
faith and I would suggest that before you go to Kingman, you see Mr. B. and 
cite him the cases, and further try to get him to state further Just what bis 
Company will agree to do aa to the prices at Kingman. 

In compliance with the above instructions C. E. Beach called upon 
J. E. Balsley, of the Standard, as shown by the following extract 
from his letter to C. W. Ralph, of the Union, dated December 1, 1915 : 

Referring again to the matter of Kingman prices, I today had a long talk 
with Mr. B. and he promised me that they would line up with us on the King- 
man price inside of ten days, that is, th«T will advance their list in the town 
of Kingman ivhere they have been cutting. Of course you understand the last 
list that we fixed up at Kingman which Mr. Hull took in with him Is all O. K. 
with the exception of the 1^ off on Distillate. This was caused by an error 
of our competitor getting report that price of Distillate should also be advanced 
when gasoline advanced on last Saturday the 27th, so by taking the Ic off of 
the Distillate column at Kingman, and the different mines, your list will then 
be correct. 

Suppose of course since Mr. Hull has gone Into this matter thoroughly with 
you there is no reason of going Into details on this subject, but I wish to advise 
yourself and Mr. Hull that the proposition looks better to me now than It ever 
has before, and especially since I have talked with Mr. B, 

On November 26, 1915, the home office of the Standard instructed 
its district sales managers to advance the market price of gasoline 
and naphtha 1 cent per gallon. Through error the Kingman agent 
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advanced the price of eii^ne distillate instead of naphtha. (See 
Exhibit 2, p. 144.) The Kingman agent of the Union Oil Co., as 
shown in the last quoted letter, followed this " error." 

On December 4, 1915, J. H. Hull wrote to C. E. Beach in part as 
follows : 

We are very much. pleased to hear that you have had a couference with Mr. 
B. and that inside of ten days matterB will be lined up aatisfactorlly. 

We have corrected our list as to Itf olT on distillate. We would suggest that 
Mr. Hoore make out new list and hand to different parties in Kingman as the 
list I left with him will not be oorrect as to prices on distillate, being It too hl^ 

We have gone over the Kingman matter thoroughly with Mr. Ra^b and he 
is very much pleased to hear that everything has turned out satisfactorily . 

I am very much pleased to hear that the Texas Company have more than 
lined op with us at Tucson. After finding that they were out of line, I wrote 
a personal letter to Mr. Snell, outlining the complaint folly and I believe that 
It has done us some good. Should anything come ap in the future in your 
territory. If we can be of any assistance to you, kindly advise us in what way. 

Although J. H, Hull wrote on December 4, 1915, " that inside of 
10 days matters will be lined up satisfactorily, the home office of the 
Standard did hot change the differential or 6J cents per gallon be- 
tween the El Segundo refinery price and the Kingman price according 
to a statement ftimished by the Standard. (See Exhibit 2, p. 140j 
The following extract from a letter written by J. H. Hull to C. E, 
Beach under date of December 23, 1916, corroborates the Standard's 
statement, and gives Mr. Beach instructions to meet the Standard's 
prices: 

In reference your conversation yesterday with Mr. Blue suggest you make 
another effort with interested parties to get Kingman prices adjusted. If yoa 
can not, meet their prices, advising fully. 

We aU^acb herewith conflrmation. 

We know you appreciate we are anxious to get prices adjusted throughout 
your territory rfiB per personal talk with Mr. B. and ourselves some time ago. 
Won't you kindly bring the matter to an issue along lines talked of, advising 
as soon as you possibly can what arrangement can be made so we will know 
where we are and can get our prices lined up accordingly. 

If we are higher at any points and they will not adjust them in accordance 
with ours, so advise us and we will arrange ours to meet these conditions. 

Evidently the Standard would not agree to sell at the prices desired 
by the Union, and as a result the latter reduced its prices to meet the 
Standard's, as shown by the following extract from a letter written 
by C. E. Beach to C. W. Ralph under date of December 27, 1915 : 
We are to-day wiring Mr. A. O. Bowen at Kingman as follows: 
" Effective immediately reduce price one cent all deliveries Gasoline, Kerosene, 
and Distillate at Kingman only. Also refer our telegram twenty-third advanc- 
ing price Gas Oil. Do not make this advance until further advised." 

" You will also note 1 have advised Kingman station to meet our Competitors' 
list on Gasoline, Kerosene and Distillate. This was done after talking the 
matter over thoroughly with Mr. B. He thinks we Iwere] Justified in doing thla 
as his people at Frisco are slow in adjusting this matter." 

W. L. Stewart, president of the Union Oil Co., submitted a state- 
ment (see Exhibit 1) giving the following explanation of the situa- 
tion as described above : 

Some of the letters dted by you refer to a situation In the Kingman District 
in Arizona caused by the increase In prices at base points. When the increaee 
was made Union Oil Company of California made corresponding changes in its 
prices in the Kingman DistHct In Arizona. Standard Oil Company failed to 
make an immediate adjustment of prices In that district. The result of this 
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TBS that Union Oil Company waa charging more for gasoline and distillate In 
the Slngman District than the prices quoted by the Standard Oil Company. 
This would, of course, result in a loss of business to the Union, and Ita employees 
were seeking to ascertain If the Standard Intended to increase Its prices in 
accordance with the increases theretofore made hy it at base points, or If the 
Cnion would 1>e compelled to return to the schedule formerly In effect In order 
to retain its customers and remain In tSe field of competition. 

We submit Oiat in view of these facts the letters in question do not show an 
attempted collueion in the flsing of prices. 

The other letters written to and from the same (Kingman) district In Arizona 
at moat show an attempt to arrive at an understanding among marketers in that 
district that established prices and price differentials wonld be adhered to. The 
obvious purpose of this was to prevent the adoption of unfair competitive 
methods. 

Notice op rmcE chanob6, — Apparently, as a rule, the local repre- 
sentatives of the large marketing companies did not take advantage 
of each other in the use of advance information regarding price 
changes. On October 28, 1915, F. E. Albright, the Union agent at 
El Centro, wrote the home office complaining because the local agent 
of the Standard received advance information concerning advances 
in price and took advantage by notifying all of the trade to fill np at 
the lower figure. (See Exhibit 6, p. 204.) In order to be in the same 
position, he insisted that it would be necessary to receive this advance 
information as soon as jiossible. This referred to the price advance 
of October 26, 1915 which was made simultaneously by the Standard 
and the Union. The following letter, dated November 5, 1915, was 
written in reply to the above : 

Replying to your letter of October 28th, we see you state our competitor 
lakea advantage of changes in prices by filling up their customers before you 
have been advised as to the advance. 

We appreciate this does not malte you feel that you are being treated exactly 
fair, but we will at ali times pass the information to you as to a rise or decline 
in the marltet quotations as soon as we get it. 

Would it not be well for you to meet the agent of our competitor and you 
and he talfe this particular question over. We have done this with our com- 
petitive agents at other points and In a manner have agreed not to take advan- 
tage of one another on conditions of this kind. 

Prices adjusted in Ventura district. — During the latter part of 
1916 and early 1917 the Associated Oil Co. was accused or being 
out of line in the matter of uniform prices in the Ventura, Calif., dis- 
trict. Apparently a satisfactory agreement waa reached, and the 
Associated lined up with the other companies, and a uniform price 
was maintained in the district. The question was raised by the 
apnts of the Union Oil Co. in the Ventura district and was taken 
up by the manager of stations for the Union with the home office 
of the Associated Oil Co. in San Francisco. 

The manager of stations, by J. H. Hull, of the Union Oil Co. of 
California, wrote to J. M. Geary, district sales manager, Los Angeles, 
on December 22, 1916, in part, as follows : 

Sometime ago, Mr. McVean advised the Associated were offering private 
ronsumers 1^ per gallon oft list price on gasoline. As per your request, we 
took the matter up with Mr. Ralph in San Francisco by wire, as you will 
remember he was in San Francisco at the time. On Mr. Ralph's return he 
stated he saw certain parties and they gave hira to understand they were 
willing and anxioiis to line up on prices, but they were not at all times 
familiar with what was being done at some of their different points and in 
some instances their representatives had misled them. In view of this, could 
you get us a ticket showing to whom these cut prices are being made and we 
will try and get this satisfactorily adjusted? Should you have any other 
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complaints from tbe Asaocdated Oil Company, if you will get db tickets show- 
ing they are out of line in" any way, the San Francisco office aeenres us they 
will try and line their representativeB up satiafactorily. 

On December 23, 1916, the local agent of the Union at Ventura, i 
Calif., waa requested bj the manager of stations to secure specific ! 
information regarding a sale at cut price by the Associated agent to 
a given customer, as, accordinjg to C. W. Balph, the Associated Oil , 
Co. had promised to " discontmue the practice at once." (See Ex- 
hibit 8, p. 205.) I 

In cc»npliance with the above instructions J. M. Geary, district 
sales manager of the Union Oil Co., wrote C. W, Ralph, of the same 
company, furnishing the name of a customer to whom the Associated 
Oil Co, had given a reduction in price, as shown in the following 
letter dated January 8, 1917 : 

Acknowledging your JHH-^ of January 2nd covering. the above subject, the 
following from Mr. McVean for your Information. 

Noting contents of letter from Mr. Balph's Dept. concerning Mr. Boyes' re- 
port of Dec. 19th to the effect that Mr. Cohn was being granted an allowance 
on gasoline by the Associated Oil Co. I deMre to say that Mr, Boyea men- 
tioned this to me wbereupon I Immediately toojc the matter up with tbe Asso- 
ciated Agent at Oxnard, who is a new man on the job and be very frankly 
stated that shortly after taking that position he discovered that his predecessor 
had been making such an allowance in tbr-ee Instances (Mr. Cohn being one) 
and that he had put al! three customers on regular schedule early In December. 
We have formed a very good opinion of this new agent <Mr. Cook) and have 
no reason to question his sincerity In making the above statement. 

From the above correspondence it appears that the Associated Oil ' 
Co. and the Union Oil Co. were successful in eliminating price ! 
cutting in the Ventura district at the beginning of 1917. ! 

Price advance scgoested in spbinq op 1920, — ^In the latter part 
of 1919 a shortege of gasoline developed and it was easy to maintain ! 
the list prices or gasoline in all parts of the Pacific coast territory, 
and in January, 1^0, the price of crude petroleum began to increase. 
Following this advance in the price of crude petroleum some of the 
smaller refiners in southern California were very anxious for the 
Standard Oil Co. to advance the price of gasoline. On March 17, 
1920, the Standard advanced its price 2 cents per gallon. In an 
interview with an examiner of the Commission, held on March 24, 
1920, H. M. Storey, vice president of the Standard Oil Co., described 
the situation at that time in substance as follows: 

On March 22, 1920, the Standard had less than 50,000 barrels of gasoline at ' 
its refineries which was equivalent to about three days' suHJiy. In addition to ■ 
this the company had some gasoline !n storage at various distributing stations, 
which Is maintained as a " working balance." The possibility of other refiners 
tailing the Initiative In the price Increase had been considered by the Standard 
officials and they concinded that such an advance by others was possible or 
prospective and that the base price of gasoline might well be set at 25 cents 
per gallon. The Standard officials also concluded that if under these condi- 
tions the Standard did not advance its prices the result would have been a 
drain on their supply and it would have been exhausted In a few days and that 
self protection would have forced the Standard to match whatever advances 
were made. In view of this possibility the officers of the Standard agreed that 
it was iw«ferable to take the lead and fix a reasonable Increase on gasoline in- 
stead of letting others take the initiative In creating wliat might easily be a 
runaway market. 

On March 31, 1920, H. S. Botsford, manaeer of the Puente Oil 
Co., wrote C. H. Schlacks, president of the Union Oil Co. (Dela- 
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ware), the controlling company, pointing out that, whereas the 
grads of crude petroleum (30° Baum^) consumed by the Puento Oil 
Co. had increased $0.76 per barrel, ^soline had mcreased only 2 
cents per gallon, and he added : 

YoQ may be aware that several yean ago a aimllar coadlUoii c<mfnmted the 
operators in the Mld-ConUnent field, more particularly the gasollDe Jobbers. The 
Standard ' held the retail price so low that the other dealers could not operate 
at a profit. Joining forces, th^ established their price at two cents above the 
Sandard's list and have ever since maintained it successfully. 

I recall your reluctance to take the Initiative in advancing gasoline prices, 
but can see no reason why the Independents here could not successfully carry 
out the same plan as is operative In the Mld-Contlnent To my mind there Is 
no question as to fts success under the present conditions, when the larger com- 
panies are not able to tabe on any considerable additional volume. Trust yon 
win give the subject some farther thought and advise your conclusions. 

C. H. Schlacks answered on April 9, 1920, advising against the 
increase and said : 

Whatever ia done, however, must be the sole and indei)«ident action of the 
Pnente Oil Company and not the result of any agreement or understanding wlOi 
other manufacturers or sellers of gasoline and be based wholly upon the neces- 
sities of the Puente Oil Company to readjust the price of Its product conformable 
to increased prices of raw materials and cost of manufacture. On this pobit 
and with the purpose of a strict conformity therewith I desire that Mr. Nlclcle 
and yourself confer vrith our local connsel and be guided by his advice. 

Before receiving the above reply, which was written from New 
York City, H. S. Botsford, on April 10, 1920, sent C. H. Schlacks a 
code message, the translation of which follows (see p. 206) : 

Had a tail! Monday Standard Oil Co. California San Francisco. As good as 
recommended Independents Increase price gasoline Stop Friday local represen- 
tative deflnltdy asks If It Is not possible lnd^>endents take such action. Stop 
Can see no objections maidng price 25 now 23.5 please advise. 

On April 12, 1920, C. H. Schlacks replied in code, the translation 
of which follows: 

Your cipher message tenth Jnst received wrote you on ninth fully on subject 
which letter you should receive tomorrow or Wednesday and which gives my 
views stop am opposed to any understanding or concerted action or any action 
by us with any association which might lead to such assumption stop please 
await my letter and then confer with counsel and telegraph me if he agrees vrith 
my views and If your recommendations of course for our company are free from 
any understanding with others stop am opposed to our company being party to 
any association based upon community of interest and If snch exists think 
we should withdraw stop confer with Nickle and connsel on this point. 

On April 21, 1920, H. S. Botsford vrrote a letter to C. H. Schlacks 
in which he stated : 

Tour letter of April ninth and subsequent telegram of the 12th, duly received. 
After some delay we got our local directors togethw and while they were em- 
phatically in favor <rf the increased price which is Justified under present 
condltlona, " by advice of Connaei " the matter Is dropped for the present owing 
to yonr very explicit Instructions that the action must be the sole and inde- 
pendent one of the Puente Oil Company, While no explicit understanding 
exists and the " conferences " were entirely informal and such as are Incident 
to the days business, Mr. Milllkens decision was against carrying out my 
BQggestlon under the circumstances. 

On May 10, 1920, C. H. Schlacks replied as follows : 
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seema to me that it would be wise for us to avoid taking any prominent part in 
local associations even if the purpose may be merely to exchange vievs. I 
should be glad to know later on what course, under advice of counsel. Is finally 
decided on. 

Under date of June 26, 1920, H. S. Botsford tender^ his resigna- 
tion as president of the Independent Petroleum Marketers' Associa- 
tion and withdrew the membership of the Puente Oil Co. from the 
Association. Mr. Botsford's explanation of the code telegram to 
C. H. Schlacks, of April 10, 1920, is given in full in Exhibit 9, page 206. 

Price advance or July, 1920, — Further efforts were made during 
1920 by independents in which the Union Oil Co. of California took 
an active part to increase prices of refined products. Telegraphic 
communication between E. W. Clark, vice president and general 
manager of the Union, and L. P. St. Clair, president of the Inde- 
pendent Oil Producers' Agency, took place during July, 1920, regard- 
ing the best methods of increasing prices. The Union took the lead 
and increased the price of gasoline from 23^ to 25 cents per gallon 
July 28, and to 27 cents per gallon on August 4, 1920. The Standard 
Oil Co. followed and increased its price from 23^ to 27 cents 
per gallon on August 6, 1920. The Oil & Gas Journal of August 15, 
1920, page 44, commented on this advance as follows : 

Every previous advance during the past has been established Ijy the Standard, 
which as a natural result, has stood the brunt of criticism on the part of tbe 
press and the public. 

Pbice competition through coupon bookb. — Among the practices 
that interfered with the maintenance of uniform prices of petroleum 
products which the large companies had not entirely eliminated up 
to the end of 1920, was that of selling coupon books at a discount. 
The use of these books dates frwn about the latter part of 1915 (see 
p. 54). In regard to the sale of these books by the Ventura BeBning 
Co. and the Standard Oil Co., C. W. Ralph, manager of stations for 
the Union Oil Co., wrote E. P. St. Clair, president of the Independ- 
ent Oil Producers' Agency, on April 10, 1916, as follows : 

The S. O. Co. commaiced offering several days ago their 100 gallon coupon 
books at !(* per gallon olf the market, with no time limit as to delivery of 
gasoline. These books differ from those sold by tlie Ventura for the reason 
the Ventura's are cash discount coupon books having & face value of IIOO.OO. 
The Ventura have sold these boots at $81.80, or a discount of 18.2%. The 
S. O. Go's, books contain 100 coupons good for one gallon per coupon. On the 
face of tlie S. O. Go's. iMwbs they specify the locality In which the coupons in 
that book will he honored. For instance on books sold in the Gity of IjOB Angeles 
the coupons would not be honored In River^de for the reason the gasoline 
market prices in Riverside is 1^ over Los Angeles. 

While we are not in position to say positively that the 8. O. Co. intend to 
retaliate on account of the slashing of prices, which is brought about to some 
extent by those buying the Ventura books, we have good reason to believe 
from what we know of the local conditions, that if present conditions do con- 
tinue there is a possibility that the S. 0. Go. will place their coupon books on 
the same basis as those of Ventura. Evejy possible effort has been made by 
local interests, among whom were our own officials, to induce Mr. Okey, of 
the Ventura to market his gasoline along fair competitive lines, without result. 

The temptation on the part of garage dealers and filling station owners to 
slash prices for the purpose of bringing additional gallonage, becomes greater 
as tiie market advances and In some cases these dealers have actually sold 
gasoline at 2# off the open market price, thus making our customers sell with- 
out profit to themselves, but in so doing the Ventura customer who purchases a 
$100.00 coupon booli, and even cuts the market 2^ would' still make on the 
present price 1.458* per gallon. 
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The discount of 18.2 per cent oriRinated when the retail price of 
gasoline was $0.11 per gallon ana the wholesale price, $0.09 per 
gallon, this differential of $0.02 per gallon was equivalent to a dis- 
count of 18.2 per CMit on the retail price. In reporting a meeting 
of the Independent Petroleum Marketers' Association an April 11, 
1917, H. H. Maxson, secretary, said: 

It WBA then reported the Union Oil Co. had put their coupon eyatem Into 
effect to meet the (.■ompetltion of the Standard OU Co., who for sometime have 
offered the trade one cent off the gasoline market thru the sale of coupon 
books. 

A memorandum dated April 26, 1917, found in the files of the 
Union Oil Co., contained the following paragraph : 

In talking this coupon situation over with our competitor. April 24th, they 
stated that they had been seriously considering some means of meeting our 
coupon competition In the country but as yet have done nothing and did not 
know as they would unless they had to in order to protect their gallona^ in 
the country districts. 

Following a telephone complaint from one of Its competitors in 
Los Angeles regarding the sale of coupon books to restaurant owners 
in the Imperiar Valley whereby the latter obtained engine distillate 
at a discount, C. W. Kalph wrote to F. E. Albright on May 31, 1917, 
as follows: 

We note yon state there were four restaurant owners In Calexlco who secured 
our books and who were paying for their distillate requirements for cooking 
purposes with these coupons. We further note you have taken this matter up 
with your agents and have Instructed them that this practice must be discon- 
tinued, and that It was not the original Intention to sell to these parties t<n 
the purpose referred to- 

We were of the opinion that If this practice had been going on, that It was 
without your knowledge or sanction, and that all it would be necessary for us 
to do was to call the matter to your attention, and If the complaint of one 
competitor was correct, that the practice would be immediately eliminated. 

On February 9, 1918, J. L. Quinn, district manager of the Stand- 
ard at Los Aneeles, reported to H. T. Harper, sales manager of the 
Standard, on the coupon book situation in I^os Angeles, as follows: 

In reply to your letter of Feb. 2, RSM : Wtt, on the above subject, and In 
harmony with our conversation when I was last in your office relative to the 
success of these boohs in certain districts, I am pleased to advise you as 
follows : 

Where the Union OU Co. have put on a vigorous campaign to the individual 
auto owner their success has been remarkable in the last month. 

The 5% discount on the books redeemable for all kinds of Refined and Lubri- 
cating merchandise sold by the Union Oil Co, has been favorably received by 
the auto owner, and in such districts (has made Inroads) into our business as 
many auto owners feel that the success of the Union Oil Co, books will have a 
tendency to have the Standard Oil Company adopt a like policy, and while 
their preference Is for Red Crown Gasoline, the 5% discount Is attractive and 
many of the Red Crown users have bought books at the 5% discount not only 
from the Union Oil Co. but also from the Ventura Refining Co., Richfield Oil 
Co., Puente OH Co., Western Oil Co,, and the Cal. Oil & Asphalt Co, 

The first books put out on the 5% discount to the auto owners were those 
of the Ventura Refining Co,, who have their books on the market for the last 
three years. 

This was shortly followed by the Blchfleld Oil Co,, end these two companies 
made heavy inroads Into the Union Oil Co, business; the effect on our business 
being almost negligible. 

To meet this competition the Union OU Co., I am told. Incorporated info their 
selling policy a coupon book of money denominations to be sold to the consom- 
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Ing trade at a 5% diacount and redeemable by all readlerg at face value and 
which wonld be redeemed by the Union Oil Co. at the face value the same as 
cash but only In exchange for merchandise. 

On January 29, 1919, G. E. Kennedy, representative of the 
Standard at Fresno, Calif,, wrote a letter to H. T. Harper, sales 
manager of the same company, in which he stated : 

In addition to the lower price shown on the face of the Invoices, the 
Union Oil Company sell a $10.00 coupon book for ^-50, or a $20.00 coupon 
book for $19.00. and then accept the coupons at face value, and allow the 
dlfCerenttals shown on the Invoice, which, of course, makes the price lower. 

As late as September, 1920, there was still complaint of price 
cutting through the sale of coupon books. Under date of September 
15 the assistant manager of stations of the Union Oil Co. wrote to 
V. H. Kelly, district sales manager, at Portland, Oreg., as follows : 

With further refwence to the writerla letter JMG-1470 of S^tember 1, 
1920, and the file under the above subject, — please be advised that your prin- 
cipal competitor Is making the following charges for $10.00 and $20,00 boots 
in your territory. In the dtles of Portland and Vancouver they are charg- 
ing a price of $9.65 for the $10.00 book and $9.70 for the same book in all 
other portions of the territory west of the mountains, and a price of $19.30 
for the $20.00 Scrip Book in Portland and Vancouver, $19.40 In Medford 
and $19.85 in other portions of the territory west of the mountains based on 
today's gasoline prices. 

Section 6. ClusificatioB of customers. 

DBVELOPMENr OP oiiAssiFicATioN. — In order to maintain unifonn 
prices it was necessaiy for Uie marketing companies to classify cus- 
tomers and to fix the price differentials which apply to each class 
of customers. Much of the complaint regarding price cutting was 
due to differences among the local agents of the various companies 
in applying the classification to particular customera. The large 
marketing companies have sold directly to the consumer from their 
service stations during the greater part of the period 1914^1920, 
and the retail market price has been used as the base price to which 
all differentials were applied. Garage and other retailers have nat- 
urally been recognized as a class entitled to a differential from the 
retail price. A 2-cent differential to garages was established by 
the Standard Oil Co. in the latter part of 1914. There were also 
various other differentials, among them being 1 cent for commer- 
cial car owners. However, from time to time certain companies 
differed in their application of the classification when applied to 
a particular consumer, which caused considerable complaint at vari- 
ous points. Complaints and counter complaints from local agents 
all over the territory establishes the fact that although the mar- 
keting companies maintained a uniform retail price the classifica- 
tion of customers entitled to differentials was not always uniform. 

The classifications of the gasoline and engine distillate trade have 
been added to and changed from time to time. For example, the 
Standard Oil Co. gradually developed its dasaification, beginning 
with July, 1913, and, as already stated, on September 8, 1914, a month 
before it began operating its own retail stations, all district sales 
managers were instructed to allow a differential of 2 cents per gallon 
on gasoline to garages and service stations and 1 cent per gallon to 
commercial cars. On February 4, 1915, the differentials of 2 cents 
per gallon on gasoline &nd 1 cent per gallon on engine distillate, 
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■which had been allowed State departments, counties, municipalities, 
and the United States Government, were changed to 1 cent per gallon 
on p;asoline and one-half cent per gallon on engine distillate. 

Classifications HASw:oNizED.-^he efforts to harmonize classifi- 
cation of customers were undertaken as early as September, 1915. On 
September 29, ISIVI'- H, Fish, the Union Oil Co. agent at San 
Diego, wrote to C. W. Kalph, manager of stations of that company, 
as follows: 

While I was away at the Special Agent's Meeting at Fresno, onr la Cajon 
Sub-Agent made a delivery of approximately 500 gallons of GaBoline to Mr. E. T. 
Robinson, Agent for the Case Automobile and Tractor and who i8 also runninR 
a large ranch in the Bl Cajon Valley. They have in tiae 4 large touring cars 
and 2 trucks and thought they were entitled to a 2^ olT Hat. 

This was brought to my attention yesterday by Mr. Jeffries, of the S. O. Com- 
pany, as well as Mr. Imes. Our men made the delivery at 2^ off and Mr. Jeffries 
stated that ho did not think that they were entitled to but 1# off. Will you 
kindly advise at your earliest convenience? 

I might add, that we have had a claaelflcatlon, whereby any person or Com- 
pany operating 3, or more, trucks was «itltled to 2^ off list on Gasoline. 

On October 5, 1915, L. H. Fiah wrote to C. W. Ralph again on the 
same subject as follows: 

Referring to yours of the Qrst regarding the above account, I took this matter 
up with Mr. Jeffries today and was advised by him that he had not yet received 
any instructions to make it discount to people operating three or more trucks, 
but that he would take it np with his San Francisco office and advise me of their 
decision. As the matter now stands he refuses to make Mr. Robinson any better 
price than 14 off the list. We think It best to do nothing toward changing the 
price to this customer until I hear further from Mr. Jeffries. 

C. W. Ralph answered the above on October 8, 1915, in part as 
follows : 

In looking Into the subject further ae to giving the above party a 2^ discount 
■we see that you were fully within your rights in doing this as per Mr. Duna- 
more's bulletin regarding the 2* discount under date of October 22nd, 1914. 

It reads very plainly that you can ^ve 2^ from the list to transfer companies, 
laundries, wholesale houses, or customers wtio are using three or more machines 
or trucks in their business for delivery or business purposes. 

However, you state Mr. Jeffries the S. O. Co. agent has no authority to give a 
discount of this kind and the best that he can do with this line of trade is l# off 
the list Should the S. O. Co. continue to follow strictly 1^ off the list we would 
think it advisable for you to work in accordance with them so as not to cause any 
friction. 

As soon as you have Mr. Jeffries instructions on this subject, won't yon kindly 
advise us. Ii^ the meantime, jou can no doubt handle Mr. Roblnsao satisfac- 
torily until this has been adjusted further between yourself and Mr. Jeffries. 

The above is typical of many instances of different classes of cus- 
tomers who were given a price differential apparently on account of 
quantity by the different marke ting companies prior to Uecember, 
1915. On December 11, 1915, C. W7 Ralp h, manager of stations for 
the Union Oil Co., issued bulletin No. Ct W. R.-126 on tank-wagon 
prices of engine distillate, gasoline, kerosene, and gas and stove 
oil, showing a list of classes of customers entitled to price differen- 
tials and naming the amount off the retail price which was to apply 
toeach class. A copy of this bulletin in full is given in Exhibit 10, 
page 206. The day before, December 10, 1915, J. L. Quinn, the 
Standard Oil Co.'s Los Angeles district sales manager, had issued a 
circular naming differentials to be allowed various classes of cus- 
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tomers, and on December 13, 1915, a supplemental^ circular letter was 
sent out (see Exhibit 11, p. 208), wnich contained the following 
introductory paragraph: 

At Bome points some of our Agents have misanderstood oar mitugs on classi- 
fication of trade and the differentials ttiat apply tliereto, and In oider tbat 
there shocld be no misunderstanding In the future, I am pleased to give yon 
below the following. 

The " list " referred to was the retail price. According to a state- 
ment furnished by the Standard Oil Co. this classification, which was 
sent out by J. L. Quinn, " was merely a summary of classification 
that had originated months before and with additions of authority 
granted by the general office between September, 1914, and Septem- 
ber, 1915, is substantially the same classification that Mr. Quinn fur- 
nished to his salesmen m 1914" (see p, 145). The classification of 
customers and differentials for gasoline and engine distillate made 
by the Union Oil Co. and the Standard Oil Co. at this time were 
substantially the same. The results which the Union Oil Co. antici- 
pated would follow the use of the same classification by these two 
companies are indicated in the following letter dated December 15, 
1915, written by C. W. Ralph, manager of stations of the Union 
Oil Co., to F. E. Albright, the Union agent at El Centro, Calif. : 

We can figure no other way for us to determine whether our competitors are 
going to play fair with us than to be fair ourselves and follow out Mr. Ralph's 
Bulletin No. 126. Our competitors claim this is what tbey are going to do, and 
we would suggest that you see Mr, Woodward and get as close to him as pos- 
sible and see if we both cannot work along lines which are fully understood 
between us, as we believe and know, that we will both get as much business 
at the end of the year by doing business in tliis way as to try to use the cutting 
process, which has never been successful in any line of business, and we know 
that you appreciate ail that we are writing in this letter and we are giving you 
every assurance that we possibly can that our competitors advise us they are 
trying to be fair, and we are giving them tie credit of staling the truth. 

If you can find that we are being misled in any way, kindly pass the informa- 
tion to us and we will at all times be willing to go to the front for you and lend 
all assistance we possibly can. 

The Mr, Woodward referred to in the above letter represented the 
Standard Oil Co. at El Centro, Calif. 
Section 7. Jlaintenanoe of dassiflcatioiis. 

Complaints were made from time to time concerning the proper 
classification of individual customers. In order to reach an agree- 
ment regarding the classification of certain customers, conferences 
were held by the local agents of the large companies. In case the 
local agents did not agree on the classification of a particular cus- 
tomer, the question was frequently referred to the district managers 
of the competing companies. The following cases show the man- 
ner in which differences regarding the classification of individual 
customers or classes of consumers were adjusted: 

Dan Emmbt. — On December 28, 1915, A. J. McVean, gpecial 
agent for the Union Oil Co. at Ventura, Calif., wrote to C. W. 
Ralph, manager of stations, complaining that the Standard Oil Co. 
had sold to Ban Emmet, a Union Oil Co. customer, gasoline at 1 
cent off the retail price and engine distillate one-half cent ofiE the 
retail price, and that Dan Emmet, " having no commercial car," 
was not "entitled to 1 cent discount on gasoline." (See Exhibit 
12, p, 208.) 
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On January 6, 1916, C. W. Ralph wrote to N. S. Anderson, dis- 
trict sales manager for the Union Oil Co., in part as follows : 
S. O. Co. Prices. 

In reference to our telephone talk today, referring to. letter from A. J. 
McVeau, Special AgMit, VHitora. 

We have fully read the letter and agree with Mr. McVean that our com- 
petitors are certainly playing unfair by pnlllng off deals of this kind. 

However, we know that this Is not done by instractlona of the heads hl^ier 
up and we have every reason to believe that this will be stopped. 

C. W. Ralph, manager of stations of the Union Oil Co., wrote 
N. S. Anderson, of the same company, on January 12, 1916, on the 
same subject, in part as follows: 

Beptylug to your NSA-167 of January 6th and Mr. McVean'a M-8601 of 
December 23rd, as to competitors prices made to Dan Emmet, of SomfB, 
California. 

This matter has been thoroughly gone into and investigation has been fnlly 
established. They admit their guilt and while we, up to the present time, 
have not prononnced the sentence, we believe from now on they will play 
fair with this partlcnlar cnstomer at least. 

And again on the same date, January 12, 1916, C. W. Ralph wrote 
another letter to N, S. Anderson, as follows : 

We were today talking to Mr. McTean during your absence from the City, 
and we tried to outline to him fully that our competitor had Investigated 
this particular case thoroughly and assured ua they were not at ali pleased 
with their employees following out methods shown la this case. 

They advise us they do not wish to have prices cut in this way and will 
immediately take steps to stop tt. In view of this, won't you kindly advise 
Mr. McVean to discontinue any cuts on distillate, other than outlined In Mr. 
Ralph's bulletin No. 126. 

The Standard Oil Co. reported that they could not locate the ' 
price records in this case, and added (see p. 150) : 

Either Dan Emmet came within the elasslflcatlon which entitled him to 
a differential from the list price, or he did not fall within sach elasslflcatlon 
and as a consequence received no differential. 

Water companies. — In the early part of 1916 the question of the 
amount of differential which the oil companies would allow the 
wat«r companies in the Imperial Valley of California, i. e., com- 
panies furnishing water for irrigation purposes, led to a number 
of conferences between the local representatives of the Standard 
Oil Co. and of the Union Oil Co. On January 11, 1916, C. W. Ralph, 
manager of stations of the Union Oil Co., wrote to F. E. Albri^t, 
district sales manager at El Centro, Calif., as follows: 

We see In your FEA-889. of Etecember 27, you advised us you were going 
after the Refined Oil business of the Imperial Water Company No. 1, but 
did not have much hope of getting it, etc. 

Wont you please advise us what your quotations were to this company and 
who secured the business ; also what price they got it at, if it Is possible to 
get this Information. 

We are accused by our competitor of offering gasoline at 1^ off the market, 
which was satisfactory, but we further offered 14 off on distillate. We phoned 
you in reference to this so as to get the matter straightened out and we were 
very much pleased to be advised that our competitors were wrong In their . 
assumption that you had done anything out of line and that yon re^ly only 
offered if on distillate and 1^ on gasoline. 

We know that you appreciate there will always be charges and counter- 
charges in reference to our own representatives as well as our competitors' 
representatives not acting In good faith as to price making. This always has 
existed and no doubt always will. But after all, we still believe that confining 
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oarselveB to the marketli^ of our products at a profit and secarlng as much 
for them as our competitors get, will give us more satisfactory results and lee^ 
friction than so-calLed "fighting." 

We would, at all times, wish to maintain our position and not give way at 
an; point or lose any business, but should we be forced to do anything which 
apparently is out of line, try and be fortified so that we can protect ourselves 
In every way. We are no doubt misled by our competitors but we will use 
every effort we can here to ke^ you posted as fully as we can. In return, do 
not hesitate to hand ub any information which you can get hold of, which 
looks to you as not being in accordance with good business. 

In his reply to the above, under date of January 12, 1916, F. E. 
Albright stated that the bid submitted for the Union Oil Co. was 
1 cent per gallon off of the retail price for gasoline and one-half 
cent per gallon off for engine distillate, while the Standard Oil Co. 
had agreed, according to the superintendent of the water company, to 
continue the old price, which was equivalent to 2 cents per gallon 
off the retail price for gasoline and 1 cent per gallon off for engine 
distillate. 

In the same letter F. E. Albright wrote: 

Mr. Woodward has not acted In good faith with .me, as I have taken np 
with him, whenever instructed to do so by you, matters of this kind, asking 
what price had been made, and what their Intentions were. Instead of doing 
this, I find he has reported the matter in to Los Angles In an endeavor to 
create a disturbance. 

We are at this «)d willing at all times to follow out your wishes and oo- 
operate with the Standard Oil Company in matters of price, but it is im- 
possible for one party to do it all. However, I am not finding fault, and will 
continue to do as I am told so long as I stay in the service. 

Under date of January 14, 1916, C. W, Ealph, manager of stations 
of the Union, wrote in reference to the above : 

In reference to our competitors' representative not acting in good faith with 
you, the writer appreciates it is very annoying and unfair, but let us con- 
tinue to do our part by maintaining prices, playing fair wltti all of our cus- 
tomers, and we both know that this will work Itself out satisfactorily. When- 
ever yon find anything that is a specific ease where our competitors are not, 
from your point of view, living up to fair business practices, give us the 
informatioa and we will try our best to lend all asslatanee possible to straighten 
out conditions of this kind. 

The Union Oil Co. and the Standard Oil Co. agreed on a differ- 
ential from the retail price to be given to the water companies of the 
Imperial VaUey in May, 1916, according to the following letter 
written by C. W. Balph, manager of stations for the Union Oil Co., 
to F. E. Albright, district sales manager at El Centro, Calif., on 
May 27, 1916: 

Replying to your letter under date of May 13th FEA-1161, the wiiter has 
discussed this situation from every angle with our competitor and we have 
agreed that all the Water Companies in the Imperial Valley are entitled to 
only 1^ on gasoline and if oB on distillate, as they are in the same class as 
municipalities. 

Our competitor has written a letter to their representative in the Imperial 
Valley that their quotation of 2# off on gasoline to Water Companies No. 1, 5, 
7 and 8 must be withdrawn Immediately and that the best figure on which 
they could sell them in the future is 1* off on gasoline and it off on distillate. 

We realize full well that a good many of the Water Companies use more 
supplies than an ordinary garage, but the garage man makes his living out of 
his supplies and It is up to ua to draw the line some place. We have agreed 
that even if the Water Companies consider themselves a garage and equipped 
as a garage, we still will not recognise them as a garage and that absolutely 
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no quotations or prices can be made wltb an; of the W&ter Companies in tbe 
Imperial Valley which are not in line with the above figures — namely, 14 
alt on gasoline and a off on distillate. 

As we have stated above, we have gone into thU subject from ever; angle 
and we believe that this la the surest and best way to dean op the situation. 
"We see no occasion where It would ever be necesaary .to make a special price 
to any ol tbe Water Companies, but If such should arise, we have agreed with 
oar competitor, that on account of the large amount of business involved that 
we will make no special price without first advising them under the conditions 
under which we are doing so. Tbey have also agreed to do the same. If you 
are selling any Water Companies In tbe Imperial Valley gasoline at 2i off list 
;on wiU please discontinue making this differential and make a differential of 
1^ off on gasoline and if off on distillate^ Your competitor should receive his 
notlflcatloa of this change Monday morning at tbe same time you receive 
this letter. 

Apparently the Union agent in Imperial Valley did allow some of 
the water companies a discount of 2 cents per gallon on gasoline 
ajid 1 cent per gallon on engine distillate, as the Standard Oil Co. 
states in its answer (see p. 150) : 

Our records do show that in June, 1916, prices were authorized to Imperial 
Water Companies: 24 off our market price, date of delivery, on Red Grown 
gasoline, and 1( off our market price, date of delivery, on engine distillate. 
These differentials were made to meet competitive prices. 

Vabnet BROTHEns. — ^Early in 1916 the question as to the classi- 
fication of the Vamey Bros, stores in the Imperial Valley led to con- 
ferences between the representatives of the Union Oil Co, and the 
Standard Oil Co. Before this case was finally settled W. L. Standard 
of the Union Oil Co. examined the records of the Standard Oil Co.'s 
agent covering their transactions with Vamey Bros. 

Under date of January 14, 1916, C. W. Ralph, manager of stations 
of the Union Oil Co., wrote F. E. Albright regarding the price 
charged Vamey Bfm., who had stores at several places in the Im- 
perii Valley, lor kerosene, in which he outlined the attitude of the 
Union as follows : 

We note you state yon have been giving the above concern it more off on 
kerosene than the Standard Oil Company are allowing, as per instructions from 
Mr. Dunsmore of some time ago. 

We know that you will appreciate [that] should we continue to cut our 
competitors' prices In this way. It will make them feel that we were not doing 
oar part in reference to maintaining prices and would suggest that you make 
your prices to Vamey Brothers In accordance with the prices our competitors 
are getting for the same products. We can see no business reason why Vaniey 
Brothers would not pay us as much as they would pay our competitors. 

In lining up prices in this way we believe it will eventually work to a more 
satisfactory method of marketing our products, and should our competitors cut 
prices In any instances, please advise us, giving us the name of the partiles to 
wbom they make the cut and kind of goods they are cutting on and we can assure 
you every effort will be made on our part to get matters of this kind adjusted. 

On April 27, 1916, F. E. Albright was informed by C. W. Ralph, 
manager of stations of the Union, that Vamey Bros, were to be 
charged " regular prices on kerosene " by the Standard, as shown 
by the following ; 

Our competitors advise they are going to confine the above concern to their 
regular prices on kerosene oil, both as to bulk sales and cash sales. We cer- 
tainly hope that tbey will do this and that yon will be able to meet this con- 
dltiOQ and stUl retaio their buBinees and good will. 
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F. K. Albright replied to the above in part as foUo-ws on April 
29, 1916 : 

Replying to the above, I regret to say that we have lost some of the stores 
operated by the above concern, and understand that we will lose the whole 
bnsiness. You letter states that Che Standard will confine the above concern 
to regular prices on kerosene on bulk sales and cases, hut does not say what 
their regular prices on case goods are. If they handle this business the way 
they are now handling the Imperial Water Company No. 1, we cannot hold 
out much hope of keeping this business, or any other they may go after. 

After examing the records of the Standard Oil Co., W. L. Stand- 
ard, of the Union Oil Co., was apparently satisfied that the former 
company was "playing fair," as shown by the following excerpt 
from a letter written to F. E. Albright on May 22, 1916 : 

Our competitor showed the writer his records on Tam^y Brothers and it 
looks very much as though we still have the balk business In all of their stores: 
We still enjoy the case business, also at Brawley and Holtville. However, o^r 
competitor has sold some case kerosene at Calexlco Store at 20*. The writer 
saw these figures for kerosene under date of 4/29 at 20*. 
, It looks as though they are playing fair on this particular piece of busi- 
ness and our competitor stated that they are absolutely playing ball according 
to the rules, so If there is any further assistance we can give yon on Vamey 
Brothers, all you have to do is let os know and we assure you that we go 
to the bat quick as we have made certain people to understand that the rules 
must be lived up to, or we certainly will take the business at their quoted 

Cafes and bestaubakts in Imperial Vali-et. — J. L. Quinn, the 
Los Angeles sales manager of the Standard Oil Co., wrote to the 
home office under date of October 24, 1916, requesting authorihr to 
allow the large restaurants in the Imperial Valley, which used from 
6,000 to 6,000 gallons of engine distillate per year, one-half cent per 
gallon off the market price for engine distillate, in order " to meet 
ttiis competition " of the Union Oil Co. This request was granted 
on Octofer 26, 1916, by H. T, Harper, sales manager of the Standard 
Oil Co., who requested a list of the concerns that would receive this 
special price. This list was furnished November 16, and on Novem- 
ber 28 J. L, Quinn was directed to have any future special prices 
authorized by the home office. On December 7 J. L. Quinn requested 
authority to allow restaurants and cafes using in excess or 6,000 
gallons per year, "irrespective of the Imperial Valley," this same 
discount, because "the Union Oil Co. are allowing all restaurants 
in this field" one-half cent off the retail price. Under date of 
December 11, 1916, the home office of the Standard Oil Co. declined 
to authorize this concession to sections "other than those affected 
by your recent authority;" but on January 17 and 26, 1917, 
the sales manager of the Standard authorized the local agent to 
grant this special price to other restaurants in the Imperial Valley. 
(See pp. 160-151.) 

In a letter dated January 30, 1917, C. W. Ralph, of the Union Oil 
Co., wrote F. E. Albright regarding the practice of allowing restau- 
rants and caffe a differential of one-hali cent per gallon on en^ne 
distillate. (See Exhibit 13, p. 209.) It was claimed by the Union 
that the Standard had been allowing this discount for a period of 
eighteen months ; while, as stated above, the Standard contended that 
this allowance was made to meet the competition of the Union. The 
last paragraph of the above letter stated: 
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It is further claimed that the Guy McMain bakery do not operate trnckB and 
thus are entitled to no dtecount. We would llbe very much to dean up this 
sttnation and know of no reason why we should not clean house effective 
February 1st. You will, of course, appreciate that if any of these cafes or 
restaurants are operating commercial vehicles for commercial pnrposee they 
are thus entitled to W off the market. 

As noted above, on January 30 C. W. Ralph, sales manager of the 
Union Oil Co., wrote that he knew of no reason " why we should 
not clean house effective February 1;" and on the following day, 
January 31, J. L. Quinn, Los Angeles district manager of the Stand- 
ard Oil Co., wrote to H, T, Harper, the Standard^ sales manager, 
as follows: 

Effective February 1, 1917, we have discontinued allowiug special price of }^ 
per gallon off on Engine Distillate to various reatanrants throughout the Im- 
perial Valley; henceforth our price to them will be full list price. 

The home office of the Standard wrote J. L. Quinn on February 2, 
inquiring the reason for the withdrawal of this special price to 
restaurants in the Imperial Valley, and were advised on February 7 : 

The reason we withdrew this price was that the Union Oil Company have 
notified their restaurant trade that hereafter all Distillate to them would be 
list price. 

The action of J. L. Quinn, the Los Angeles district manager of 
the Standard, in withdrawing this special price was approved by the 
home office which, however, criticized him for withdrawing it with- 
out first having the approval of the home office. (See p. IM?) 

Section 8. Agreements on price boundaries. 

Relation of price TEEHrroRiEft to price maintenance.— An im- 
portant matter to be considered in the maintenance of uniform prices 
IS the territory to which they apply. This is especially important 
in the petroleum industry by reason of the fact that deliveries to 
outlying points are made in tank wagons from tank-wagon stations 
which are located at advantageous central points, A differential over 
the wholesale price to garages and service stations located within the 
territory contiguous to a tank-wagon station is charged for deliveries 
to garages and service stations located at outlying points. In order 
to maintain uniform prices the different marketing companies have 
adopted identical boundary lines between territories taking different 
prices. 

San Bebnardino-Kedlands boundary. — The following letter, 
dated December 1, 1915, written by C. W. Ralph, of the Lmion Oil 
Co., to T. W. Okey, sales manager of the Ventura Refining Co., shows 
how carefully the dividing lines between different towns in southern 
California were fixed : 

Confirming' our conversation of this date, we are pleased to give you informa- 
tion rega.rdlng a definite line between Redlands and San Bernardino Territory, 

The line starts at Harlem Springs, which Is In the Redlands Territory and 
extends South on California Street to the River ; then Southwest In a westerly 
direction to Mountain View Ave,, taking In both sides of this Avenue, South 
to the outer boundary of tbe territory, placing the district Northwest and 
West of this line in the San Bernardino district and East and South East in 
the Redlands District, which throws Redlands -Junction or Bryn Mawr Into the 
Hedlands District Both sides of Mountain View Ave. aire In the Redlands 
Territory. • 
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Thia boundary Itae bas been adhered to by the Standard Oil Co. and our- 
eelves and according to our conversation yon will loatcuct yonr San Bernardino 
Representative to be governed by this boundary line. 

The Bedlauds Territory tates a differential of it per gallon over the San 
Bernardino and Colton Territory, 

Hoping that this will clear up the condition and that there will be no further 
tension as to the boundary line, I beg to remain. 

According to a statement submitted by the Standard Oil Co., " the 
boundary lines of the Bedlauds district are the same to-day (Septem- 
ber, 1921) as they were in January, 1914." (See p. 164.) 

Loa Angeles-Pasadena. — Prior to February 21, 1916, South Pasa- 
dena took the Los Angeles price on refined petroleum products, but 
on the above date South Pasadena was placed in the Pasadena terri- 
tory, which was charged oile-half cent over the Los Angeles price, 
as shown by the following extract from a letter of February 21, 
1916, from C. W. Ralph, the manager of stations of the Union Oil 
Co., to F. H. Williams, district sales manager at Pasadena, Calif. : 

Effective this morning, the Southern Pasadena Territory which at the pres- 
' ent time takes Loa Angeles prices on all rellned oils will take the Pasadena 
price which Is it over Los AngeleB. 

This makes an advance In South Pasadena Territory of it on all Befined 
products. As a matter of record, will state that the former dividing line 
between Pasadena and South Pasadena was the Arroyo on the West, Columbia 
on the North, S. Garfield on the North Bast and Huntington Drive ^nd Moffntt 
atr. on the South. 

The dividing line effective February 21st, between Pasadena and Ij>8 
Angeles territory will be the Arroyo on the West, Moffatt Str. on the South. 
and Meridian Str. on the East. This latter Str. is one block from Huntington 
Drive and joins Into Palomo and Parke Str. From the map, Parke Str. comes 
down to Huntington Drive and a line from Parke Str. across Huntington 
Drive is what Is now the Northern City limits ot Los Angelea, including 
BairdatowQ. The above would be the dividing line between Los Angetea Prices 
and Pasadena Prices. This information was takrai from a map outlined by 
our competitor. 

South Pasadena took the Pasadena price from 1904-1909, while 
from 1909-February 20, 1916, South Pasadena took the Los Angeles 
price, which was one-half cent per gallon under the Pasadena price. 
Beginning with February 21, 1916, the boundary between Pasadena 
ana IjOS Angeles was changed, transferring South Pasadena from 
the Los Angeles to the Pasaifena territory. (See p. 167.) 
Section 9. Besale price maintenaiioe. 

The question of maintaining resale prices by refusing to sell to 
retailers who cut prices arose at San Diego, Calif.j and at Phoenix, 
Ariz., in 1917.. The attitude of the Union Oil Co. m respect to such 
sales is stated in a letter under date of February 28, 1917, written 
by C. W. Ralph, manager of stations, to L. H. Fish, district sales 
manager at San Diego, as follows: 

We very much appreciate your letter of the 20th Inst, to which was attached 
newspaper clipping setting forth the fact that on Saturday and Sunday the 
above will give to all auto owners who present the newspaper clipping a 50^ 
bottle of auto polish. 

It must be gratifying to Messrs. Jeffries and Sykea of the Standard to note 
this newspaper ad. which reads in part as follows: 

Red Crown Gasoline and Oils are always sold below market price by Mr. 
Wood. 

There Is an old saying that ijeads " It pays to advertise " but we are of the 
opinion if Messrs. Jeffries and Sykes continue to serve this price cutter, that 
you should be succeesful In securing whatever garage trade tbey have by 
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telling your cnstomers that the Union Oil Company will refuse to furnish 
goods to a persistent price cutter, and In taking this position, we are backed 
up by the advice of our attorneys. 

The Standard Oil Co. have it rl^t in their hands to eliminate this unfair 
practice. It looks as though they are so anslous to secure galionage that thty 
have no regard as to the damage done their other oustonierB, The S, O. Co. 
here are well aware of the fact we have practically eliminated our cut price 
customers in this dty. Would suggest you stay right with Messrs. Jeff|ries and 
Sybes, and show them they owe it to the legitimate garage and filling station 
dealers In your city. Pound them on this proposition vigorously, even to the 
extent of mabing yourself obnoxious to them. 

Apparently the " fact we have practically eliminated our cnt-price 
customers in this city " refers to Los Angeles, as the above letter was 
written from that city. 

The matter was taken up with the local agent of the Standard, 
who promised to take it up with his home office, as shown by the 
following letter written by L. H. Fish to C. W. Kalph on March 6, 
1917: 

Referring to your letter of February 23rd on the cut prices by the above 
dealer. I informed Mr. Sytes one day that the paper In East San Dl^o had 
an artlde r^arding Mr. Woods selling Red Crown Gasoline and Oil below the 
market price. 

I was in conversation with Mr. Sykes this momtng and he Informed me that 
lie had taken up the nratter of cut prices with the head offire and they have 
asked him for a letter regarding the situation. He informed me, he gave them 
this letter aljout Saturday of last week. He promised to take the matter up 
with me as soon as he hears from them. 

The legal department of the Union Oil Co. was asked for its opin- 
ion regarding the legal right of that company to refuse to sell a re- 
tailer because the retailer did not maintain the Union's regular retail 
prices, and on July 24, 1917, C. W. Ealph, manager of stations for 
the Union, wrote L. H. Fish, of the same company, regarding the 
attorneys' deci^on, as follows: 

Our attorneys maintain that a reseller who fails to maintain our established 
price is doing the company and our goods an Injustice. We have always taken 
the position of not cutting a man off without giving him say 24 hours' notice. 
Our method of handling would be about aa follows ; As soon as you learned that 
the reseller was cutting our price, we would go to him In a. neighborly way and 
endeavor to show him that he was doing ourselves and our customers an 
injustice In cutting the price. We would attempt to convince him that he 
should maintain prices. Falling in this we would then verbally notify him 
that he would have to make other arrangements for d^lverlea and after that 
time we would refuse to deliver. If Uiere is any further information desired 
kindly advise. 

The attitude of the Standard Oil Co. was in direct opposition to 
that of the Union. The Standard Oil Co.'s agent at Phoenix, Ariz., 
took up the matter of compelling dealers to maintain list prices on 
Red Crown gasoline with the San Francisco office on May 9, 1917, 
as follows: 

I would like to have you advise suggestions with reference to our rights 
lawfully and legally of compelling dealers to uralntaln our list prices upon Red 
Crown Gasoline. While we do not operate service stations in Arieona, we do 
a retail business to this extent, that we sell to customers by tank wagon, at 
the prevailing list prices. 

There has always been more or less price cutting within the state, but to no 

great extent until very recently. I refer especially to the period ^ce the 

Union Oil Company have placed their coupon books In the state. The price 

per gallon to the customer purchasing the coupons being 14 lees than the pre- 

80771'— 22 8 
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Tailing list price. This has resulted in a great many of our dealers selling 
Red Crown Gasoline direct from the pump to any one sometimes at it under 
the list price and In various instances at 1< under the list price. 

AU of this haa generated a large amount of 111 feeling, whlcb bafi demoral- 
ized conditions. Before I take any 8t€^8 In the matter, I would like to be 
guided by the experience you have developed on the Coast In the past two 
years In handling pr<*lem8 of thia iiind. I feel that eventually we will be 
compelled to place service Btatlona all over Arizona and at that time. It would 
be desirable from every viewpoint to have our list prices maintained. 

Such being the case, we should If possible begin to assert our rights regarding 
this question. It would seem to the writer that if we can do so lawfully, that 
we should compel our dealers or any one who purchases Red Crown for resale 
to maintain our list prices. This Is an advertised product and we aaauredly 
deserve some protection on the price of the resale. 

H. T. Harper, of the Standard, replied as follows on May 21, 1917 : 

Referring to yonr lettw: of May 9tli, In which you ask that we advise you 
our l^al rights as regards compelling dealers to maintain our list prices on 
Bed Crown Gasoline : 

We are under the impression that, from your experience with the Company, 
you understand its marketing policiea. Tlie Company does not dictate the 
prices that handlers of our products shall make. We possibly have some legal 
right to do so but we have never exercised that right, nor does there appear 
to l>e any reason at this time for doing so. This policy has been followed for 
many years, and we have never recognized the necessity for handling the mat- 
ter in any other way. We aeli our goods to a dealer, garage, or any re-bandler, 
and it is his privilege to do what he likes with them. 

Seotion 10. Competitive conditions in sale of fnel oil. 

A uniform price for fuel oil, with few exceptions, has been main- 
tained on the Pacific coast since 1914. Some ^ice competition was 
started in the Seattle district at Vancouver, British Columbia, in 
the early part of 1916, which gave the Union Oil Co, and the Im- 
perial Oil Co. (Ltd.), of Canada, some concern. However, later tiie 
tieneral Petroleum Co. got in line with the other large companies. 
In May, 1916, the Union Oil Co. refused to quote fuel oil to the 
Alaska Gastineau Mining Co., a customer of the General Petroleum 
Co. Owing to the fuel-oil shortage in 1920 the companies confined 
their sales to regular customers, and there was some variation in 
the prices made by the different companies. 

Competitive conditions in the sale of fuel oil in California in 1914 
are set forth brieSy in a letter from C. G. Sheffield, sales manager 
for the Union Oil Co., to L. P. St. Clair, president of the Independ- 
ent Oil Producers' Agency, on February 3, 1914, as follows: 

Acknowledging receipt of your favor of the 28th, which waa delayed In 
reaching us on account of recent interruption to railroad service; Issuing a 
new fuel oil price schedule without conferring with you was an oversight od 
my part. Naturally if there had been a decline In prices, I would have re- 
ferred the matter to you Immediately, but In the case of an advancing market, 
based on our past policy. It did not occur to me to await instructions but 
simply to see that you were promptly advised through Mr. Sclater of the 
advance in price. 

As the matter now stands, the Standard appear to be living up to the ad- 
vance, although they had a few sleepers whom they protected. The Assodated 
have been quotinK 50* in the fields up to today, In fact, they were afraid we 
might get their contract with the Inyo Developing Company,— 2000 barrels a 
month (D. O. Mills interests) and quoted either 48 or 49#, so as to be safe; 
Tills is Mr. Whiteheads usual policy. Tronn Information at hand today, 
believe they have advanced their price to 654, In the meantime, we have taken 
In Cbe nelghbotiiood of 70,000 barrels a month new business. This amount 
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covers contracts mostly from the Standard taken on during the past three 
months. The Standard are apparently very anxious to hold to the advanced 
prices even though they lose a little business. 

The Union Oil Co. had an exclusive sales contract with the Inde- 
pendent Oil Producers' Agency, of which L. P. St. Clair was presi- 
dent. 

On February 4, 1915, Alex Sclat«r, who was vice president of the 
Union Oil Co, at that time, wrote from Montreal, Canada, to C, G. 
Sheffield, sales manager of the Union OU Co., in part as follows : 

I am In receipt of your telegram relative to the situation in Vancouver. 
I saw Mr, Teagle while In Toronto, He is not at all encouraged about the ffltu- 
atioQ up there. He is of the opinion that the General Petroleum are making 
contracts below the murket, and they make the statement that they are in 
business in Vancouver, and Intend to meet any prices that are made. I ex- 
plained the Qeneral Petroleum situation as far as I know it, ttnd as expressed 
to me in a recent letter by Mr. W. L, Stewart, that they had about as much 
oil tied up as they would venture, on big contracts at low prices, and told him 
that we would be quite willing to establish a market of 5t above the Seattle 
price, but he was unwilling to state tbat this wonld suit them, and we left the 
matter that way. 

Mr, Teagle, now president of the Standard Oil Co. (N. J,), was 
president of the Imperial Oil Co. (Ltd.) at that time, 

C G. Sheffield transmitted the above letter to W. L, Stewart on 
February 13, 1915, with the following comment: 

You will note that the Imperial Oil Company (Standard) are worried over 
the General Petroleum Company's tactics in Vancouver. They certainly have 
been a very disturbing element and have directly caused US the loss of a great 
deal of money in that territory. 

It is a surprise to me that the General P^roleum Company tolerates this 
man Home. He was formerly with us in Seattle and was dismissed for the 
identical tactics he has since been pulling off for the General Petroleum Com- 
pany in Seattle, Vancouver and Victoria. A man that, in the face of a 
falling market, goes around and boasts that his company will likely make 
quotations to beat the best that have been made, should not be tolerated in the 
oil business. I question very much whether the Qeneral Petroleum Company 
are fully alive to the character of this individual. If you ever have a favor- 
able opportunity to repres^it bim to his own people la his true tight, I hope 
you will not overlook It. 

In May, 1916, the Alaska Gastineau Mining Co. approached the 
Union Oil Co. for a quotation on fuel oil at Juneau, Alaska. On 
May 24, 1916, Mr. Clagett wrote to Alex iSclater, vice president of the 
Union Oil Co., as follows: 

Mr. Monroe, of the Alaska Gastineau Mining Compauy, states that he has 
received two or three letters recently from their General Manager, stating that 
they want to make a contract for fuel oil with us, as per recent communication 
with you. They state that they do not consider that they have any contract 
with the General Petroleum Company. They want to be sure of their future 
supply of oil. They further state that the General Petroleum Co. has fallen 
<lowCL in so many ways, and has broken the terms of their agreement with them 
in so many ways, that they feel that they are at perfect liberty to contract 
witli any one else who can supply them. 

I told him that we did not look with favor upon making a contract with 
any concern who was' under contract with another oil company, but he re- 
quested that I take the matter up again with you, and see if we could not make 
tbem a qnotatlon. It would be very easy for us to handle the business. 

He requested, however, that we make no mention of this to the General 
Petroleum Company. I told him that I would put the matter up to you again 
and see if anything could be accomplished. 
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On June 1, 1916, W. B. Bobb, secretary of the Independent Oil 
Producers' Agency, wrote to C. G. Sheffield, manager of the fuel oil 
department of the Union Oil Co.,jis follows: 

AXASKA OASIINEATJ UINIno CO. 

I have yoor favor of the Slat nit., 1875 on the above anbject : 
I would not be favorable to a competitive bidding on any business tbat 
belongs to our competitors, and particularly tbe General Petroleum Company. 
It Is my understanding from your communication tbat In acgnlTlng the business 
It would mean absorbing an obligation of the Qeneral Petroleum Company at 
a time when it must be generally conceded that our fuel oil buslnees lias reached 
a maximum figure under present conditions. I note that the existing contract 
with the General Petroleum Company does not expire until August 31, 1917.(?) 
Will yoo kindly inform me if there are other reasons ttian present associa- 
tions now existing with the Guggenheim Interests wliy we should take on ttUs 
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RESTRICTION OF COMPETITION AMONG INDEPENDENT 
MARKETERS. 

Seotion 1. CompetitiTe pogitioa of the nnall independent marketers. 

The infonnation regarding the competitive activities of the so- 
called ind^endent marketers was secured from the files and records of 
the Independent Petroleum Marketers' Association and from the files 
of the members of that organization. The examination covered the 
period from the organization of the association to the end of 1920. 
There are 21 relativ^y small refining companies in California, most of 
which are located in the vicinity of Los Angeles. Some of these 
small commnies have t^eir own service stations in Los Angeles and 
vicinity. They also sell extehdvely to jobbers in southern Califor- 
nia, and shipments are sometimes made outside of California. These 
companies do not retail their petroleimfi products iu northern Cali- 
fornia, Oregon, or Washington. The existence of these small re- 
finers should tend to make Los Angeles and vicinity a highly com- 
petitive market, but, through price agreements and otherwise, 
competition has often been stifled. 
Section 2. California antitrast laws. 

In March, 1907, a very strict antitrust law was enacted in Cali- 
fornia which made it unlawful for two or more persons, firms, part- 
nerships, corporations, or associations of persons to agree to limit or 
reduce production, to increase or induce prices, to prevent competi- 
tion in the manufacture, transportation, sale, or purchase of any 
merchandise, produce, or commodity, to make or enter into or execute 
or carry oat any contracts, obligations, or agreements not to sell 
below a fixed price or value, or to agree in any manner to maintain 
prices at a fixed or graduated figure, or to pool, combine, or directly 
or indirectly unite any interests connected with the sale or trans- 
portation of any article or commodity whereby its price might be 
affected in any manner. (See Exhibit 14, p. 210.) This law was 
amended in 1909 by a provisitai to the effect that " no agreement, com- 
bination, M" association shall be deemed to be unlawfm or within the 
provisions of this act, the object and business of which are to conduct 
its operations at a reasonable profit or to market at a reasonable profit 
those products which can not otherwise be so marketed." (See Ex- 
hibit 15^ p. 212.) 

The Supreme Court of California in January, 1919, in affirming a 
conviction under the Cartwright antitrust law of 1907, stated that 
the provision in the amendment of 1909 afforded an exemption, 
under certain conditions, from the operation of the general law, but 
that the burden was on the accused to prove that the acts charged 
against him came within the proviso of the amendment' (See Ex- 
hibit 16, p. 213.) 

' People V. Q. Jente Co. et al., 1T8 Pac, Kep. SIT. 
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California also has an antidiscrimination law, whic^ -was enacted 
in 1913, making it unlawful to discriminate between different sec- 
tions of the State by selling or furnishing any commodity or serv- 
ice " at a lower rate in one section, • • * than in another, after 
making allowance for difference, if any, in the grade, quality, or 
quantity, and for cost differences," due to distance from point of 
production and expense of distribution and operation. There is a 
provision in the act which allows " the meeting in good faith of a 
competitive rate." (See Exhibit 17, p. 216.) 
Section 3. Organization of Independent Fetioleum Harketen' Association. 

CoNnmoNS priob to organization. — In 1912 there were about 
15 small Independent refining companies operating in southern Cali- 
fornia located in the vicinity of Los Angeles. Some of them were 
connected b^ short pipe lines with the local oil fields, while others 
secured their supply of crude petroleum by tank cars from the oil 
fields of the southern part of California. The rapid development 
of the industry in California during the vears 1912 and 1913 brought 
about a greatly increased production oi gasoline which resulted in 
sharp price competition, especially in the Los Angeles market. The 
chief factors in causing the extensive decline in the retail price of 
gasoline, extending over the entire Pacific coast territory, appear to 
nave been (1) the overproduction of light crude petroleum, from 
which the ^^ater part of the gasoline is produced, (2) the keen 
sales competition oi the small refiners, and (3) the entrance of the 
Shell interests into this territory. 

In December, 1912, some of the small marketing companies at Loa 
Angeles cut the price of gasoline from 1 to 2 cents per gallon, and 
throughout 1913 and 1914 price cutting continued until prices were 
BO low and competition so keen that the small refiners were said to 
be either losing money or making very small profits. H. H, Maxson, 
who has been secretary of the Independent Petroleum Marketers' 
Association since its organization, described the conditions of com- 
petition which existed from 1913 to 1915 as follows : 

Further replying to your request of retent date and concerning memoranda 
submitted as to actlvltlee of the Independent Petroleum Marketers' Association, 
beg to aay that in the year 191B ' the Independent Petroleum Marketers' Asso- 
ciation found it necesaary to associate themselves together for the purpose of 
protecting themselves against a competition which meant their ruin, and at 
tbat time It appeared to them ttmt it was Decessary to stablUie the business In 
this vicinity or the " Independents " would be entirely eliminated (rom the 
field. It was a long and hard srtruggle, and it was only through the coopera- 
tion and assistance rendered by frequent meeting and exchange of views, that 
the Independent marketers of gasoline and oil products have survived the days 
of ruinous compedtlon.' 

At a hearing before the Commission, held October 7, 1921, H. H. 
Maxson stated that " in fact, two plants went out of existence at 
that time. There were others that barely survived and have been 
able to remain in business." 

As already stated, in the fall of 1914 the Standard Oil Co. de- 
cided to extend its sales directly to the consumer and purchased the 
service stations of the National Supply Co., 17 of which were in 
Los Angeles. Just prior to entrance into the retail market it fixed 



> See Exhibit 4, p. 181. 
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the margin between its wholesale and retail prices of gasoline at 2 
cents per gallon. Soon after this the 2-cent diff^ntial became 

Snerally recognized. On October 22, 1914, the Standard reduced 
3 wholesale tank-wagon price of gasoline from ISJ to 12J cents 
per gallon at Los Angeles and San Francisco. The small refiners in 
southern California, believing that a fight with the Standard in the 
retail market could only result in their own destruction, met on 
November 21, 1914, and wrmed an association to protect their mutual 
int«rests. 

Organization and membership of the Marketers' Association, — 
An association of the independent marketers of the petroleum prod- 
ucts in southern California, known as the Independent Petrweum 
Marketers' Association, was formed on November 21, 1914j with the 
Los Angeles Refining Co., Densmore-Stabler Co., Service Oil & 
Aiiphalt Coj, A. F. Gumore Co., Puente Oil Co., Southern Refining 
Co., Pinal-Dome Refining Co., and the Kellog Oil Co., as charter 
members. On February 9, 1915, the organization was incorporated 
as the Independent Petroleum Marketers' Association of California 
(Inc.): According to the annual report of the secretary of the asso- 
ciation, dated February 9, 1916, as far back as the fall of 1913 repre- 
sentatives of the companies which later comprised the association 
had met in an informal way to discuss certain phases of the oil 



On September 17, 1915, an amendment to the by-laws was adopted 
by which small petroleum market€rs, who could not afford to pay the 
full association dues, were admitted to associate membership. The 
article stated that the associate members would be "entitled to cer- 
tain privileges in the way of information, etc., which this corpora- 
tion IS able to furnish." The membership of the association on Janu- 
ary 18, 1921, is shown in the following table : 



Company. 


Mstnomoe. 


Date Joined. 
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A list of fomier members of the association who had resigned prior 
to January 18,^921, is given in Exhibit 18, page 218. Some of the com- 
panies that withdrew from the association went out of business, 
some were taken over by other companies, while still others with- 
drew because they were dissatisfied with the association. A list of 
the officers and directors of the association on January 18, 1921, is 
shown in Exhibit 19, page 218. 

The association was veiy desirous of securing the membership of 
the large independent marketers of petroleum products. The annual 
report of the association of February 9, 1917, contains the following 
regarding the membership of the Union Oil Co. : 

In August we landed tbe bluest of the [them] all — " The Father of the Inde- 
pendents " In California, the Union OH Company, With their prestige and advice 
and support, I think we need have no Farther fear for the safety of our organi- 
zation. Our foundatloo ]s established. From now on we need only build up a 
structure. 

The membership of the Shell Co. was unsuccessfully solicited on 
various occasions. The General Petroleum Co. was the first of the 
large companies to join and tfce Associated Oil Co. the last. A letter 
dated October 22, 1920, soliciting the membership of the Associated 
Oil Co,j written by H. H. Mazson, secretary of the association, is 
interesting in tone. One paragraph reads: 

Mr. C. W. Ralph of the Union Oil Company and H. S. Botsford of the Pu^te 
Oil Company expect to be in San rranclsco next week, and I have asked them 
to take up with yon the sabjeot of " Cooperation " and we trust that at no 
distant date we may enjoy the privilege of accepting your application for mem- 
berf^lp in our Association. 

The Associated Oil Co. joined November 18, 1920. 

Organization or the Credit Bureau. — On October 27, 1916, the 
Oil Men's Credit Bureau was organized by the Independent Petro- 
leum Marketers' Association for the benefit of association members 
and allied interests. The work of this bureau is to collect informa- 
tion on the financial condition of creditors and rate them accord- 
ingly. A list of the members on January 18, 1921, is shown in the 
flowing table : 

Table 25. — MembertMp of the CHI Men'» Credit Bureau, Jan. 18, 19S1. 



Mamber. 


Address. 


Datejoliuid. 




^S^::::- : 


ia,'Si. 














July, leu 


Standard Oil Co. (CBlifomHi) 


"SKsr;;;::;;:;;::; 









The credit bureau has its office in the rooms of the association and 
H, H. Mazson is secretary of both orranizations. Up to January 18, 
1921, five other companies had join^ and resigrod from the credit 
bureau. The list of former members is shown in Exhibit 20, page 218. 

The LuBBiCATiNQ Oil Section. — The organization of the lubri- 
cating oil section was described as follows in a memorandum of the 
Independent Petroleum Marketers' Association meeting of Jfuiuary 
11, 1918, written by W. L. Standard, of the Union pU Co. : 
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A LubfioatiKg Oil Sectton of the Araociation has been formed and the Panama 
liUbrlcaotB Co., also Auatin, Bryant & Carter Company have Joined the Asso- 
ciation. The Lubricating Section wlU be of particular advantage In reference to 
price of pump tanka, wood barrels, etc. Tlie Lubricating Section will formulate 
a list as to who are bona flfle jobbers in the City of Lob Angela. The Panama 
sabmitted their prices on Eastern stocks to jobbers in the City of Lob Angeles. 
We naturally will not do this as we have poBjtively refused to sell any Eastern 
Stocks to Jobbers in the City. 

The following letter sent to the association members by the secre- 
tary, under date of January 15, 1918, shows that the association was 
attempting to standardize marketing methods: 

At a recent meeting of the Lobricating Oil Section of the Association was 
discussed the prevailing customs of various marketers in tile liandling of oil 
containers. The enclosed schedule gives some Idea of the prices charged by 
certain companies, some of whidi sell the packages outright; while otbers 
merely loan. 

Kindly fill in tlie blank spaces with cliargea you malie for various containers, 
and under " Remarks " Indicate whether you loan or sell same, and any oth^ 
suggestions you have to offer toward solving tills problem so as to be fair to 
all concttoed. 

A conference was held on January 93, 1918, at which time a sched- 
ule of charges for oil containers and classification of marketers was 
agreed upon, as shown by the following letter dated January 23, 
1918: 

At a conference of the Lubricating Oil Section of the Association held to-day, 
tt was the consensus of opinion that for purposes of fair competition a uniform 
schedule of charges for oil containers and a classification of oil marketers should 
be adopted. 

Sndosed find copies of such schedule and clasBlflcation which have t>een 
adopted by the Association, and such Lubricating Oil Marketers as are not 
members will also be invited to comply with same. 

Conference will be called from time to time as changes are necessary. 
The lubricating oil section was finally disbanded because of the 
practical impossibility of supervising the marketing policy of a prod- 
uct that is sold in so many different grades and containers, and which, 
moreover, meets the competition of lubricants manufactured east of 
the Rocky Mountains. 
Section 4 The California Fetrolenm Exoliange. 

On August 14, 1918, some of the members of the assodation oi^n- 
ized and incorporated the California Petroleum Exchange for the 
purpose of purchasing crude petroleum and the di^osal of surplus 
stocks of reiinod pnxEicts;. The following refiners joined the Cali- 
fornia Petroleum Exchange : 

Asphaltum & Oil I&fining Co., Los Angeles. 
Richfield Oil Co., Los Angeles. 
Turner Oil Co., Los Angeles. 
Vernon Oil Refining Co., Los Angeles. 
Wilshire Oil Co., Iks Angeles. 
H. H. Maxson, the mana^r and secretary of the Independent 
Petroleum Marireters' Association, was appointed secretary of the 
exchange, and offices were maintained in rooms adjoining those of the 
Independent Petroleum Marketers' Association. When the organ- 
ization of the exchange was being planned, in the spring of 1918, 
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H. H. Maxson sent out the following letter, dated April 4, 1918, to 
the Turner Oil Co. and other interested refiners : 

For the purpose of determining more delmltely the amounts of gasoline and 
engine distillate likely to he handled by our proposed selling and distributing 
agency, it is necessary to have some detailed Information as to yonr production 
and sales over some fairly representative period. I have selected the sis 
months beginning with September last up to and Including- Feb'y this year — 
a sis months period for which you can no doubt give me your monthly mann- 
faxrtured and marketed output respectively on the two prodacts In question. 

This Information wOl tie hold conflaentlal If you so desire, but It is quite 
necessary in laying out the marketing policy proposed and more especially in 
determining the limits of surplus goods -we are asking other marketers to 
dispose of pending the stabilizing of prices and credits and the general working 
out of our own centralized marketing plan. For this reason I am asking you to 
kindly fill In the blank spaces on the enclosed sheet and mail to this office at 
your earliest convenience. 

The quantity' of surplus stove and furnace distillate handled by the 
exchange during one year, as shown by tbe annual report of the 
seeretarv dated July 9, 1919, was 193 cars oontaining 1,090,708 gal- 
lons. These shipments were prorated among the exchange members, 
the Turner Oil Co. shipping the greatest quantity. Some engine dis- 
tillate was shipped out of uie territory, shipments being made as far 
east as West Virginia. 

The exchange attempted to prevent the payment of large premiimis 
for crude petroleum, H. H. Maxson, secretary of the exchange, in- 
formed the Commission at a hearing held October 7, 1921, that owing 
to tlie superior transportation facilities of the large companies the 
producer prefers to sell his crude to them, instead of to the isnall 
refiner, who has to transport the crude by tank car. It was necessary 
for the small refiners to pay a premium in order to secure (arude 
petroleum, and the producers succeeded in getting the refiners to bid 
against each other " until the prices being paid were as high aa sev- 
enty-five cents to a dollar a barrel bonus." The attitude of the 
association toward this condition is shown in the following mrano- 
randum of an Independent Petroleum Marketers' Association meet- 
ing, dated February 14, 1917 : 

The question of a Purchasing Agency in connection with the I. P. M. A. 
was up for discussion and carried over to the next meeting. It seems as 
though two or three members of the Association have been bidding against 
each other for certain small productions. The Purchasing Department of the 
I. P. M. A. wonld take care of this situation and would tend to eliminate the 
bonus which is being paid by the small refinery at the present time, Mr. James 
went Into this situation in detail and gave some very concrete eiaraples of how 
the Purchasing Agency of the Mld-Contlnent Field Organization had saved their 
members thousands of dollars. 

Apparently no definite action was taken on this matter until the 
spring of 1918, On May 18, 1918, the secretary wrote to at least 
SIX of the small refiners aB follows : 

At a meeting of the Independent Rcflners held yest^^ay It was mutually 
agreed to furnish the undersigned with the names of the companies from whom 
they are now purchasing crude oil, together with the dates of expiration of 
contract held. This will be of benefit to you in that each refiner will be ad- 
vised of oils now under contract to other refiners and as contracts are to 
expire conferences may be held as a means to prevent the payment of the 
exorbitant bonuses now exacted, as well as to promote more conilal re^tlons 
between ^dependent B^Deca. 
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This arrangement clearly indicates the int«ntion on the part of 
the association members to eliminate competitive bidding if possible, 
but it is impossible to estimate to what extent this agreement affected 
actual prices paid for crude petroleum in southern California. 
Section 5. Bestriction of competition and price agreements. 

Delation or the association to price agbeementb. — Most of the 
cooperative activities of the members of the Independent Petroleum 
Marketers' Association since September 22, 1915, appear to have been 
devoted to agreeing upon and maintaining prices ; but the association 
members did not want the record of such activities to appear as 
the action of the association. The association minutes of the meeting 
of February 2, 1915, contain the following resolution introduced by 
Mr. Bacigalupi: 

Whereas, tbie Asscxdatlon was organised for ttie purpose of creating good 
fellowsblp among the membera thereof, and 

Whereas, there has be^ a tendency among some of the members of the 
Association to talk price and combinations, and 

Whereas, there Is a Federal and State law against combinations In restraint 
to trade, and 

Whereas, this Association was organized solely for the uplift and betterment 
of the tehning and marketing of refining [refined] products and good fellowship 
amongst ourselves, and 

Whereas, it Is the desire of the membera of this Association to avoid doing 
anything in conflict with the laws of the Stat« of California and of the United 
States. 

Now, therefore, be It 

Resolved, that this organization, as a body, refrain from talking prices or 
combinations at any of the Association meetings and that the President of this 
Association be empowered to forbid any discussion or references in any way 
pertaining to prices or combinations in restraint of trade at any of the meetings 
of this AsBodatitHi. 

It was moved by Mr. Fleisher and seconded by Mr, Kellogg that the reso- 
lution be adopted. The motion was carried. 

The official minutes of the association are particularly free from 
any reference to price a^-eements. The secretary and manager of 
the association, H. H. Maxson, stated that the memoranda re- 
garding price activities that had been found in the files of the Union 
Oil Co. covered matters happening after the association meetings 
had adjourned. 

Nature op cooperative Acnvnr. — The members of the associa- 
tion interested in the sale of the various refined petroleum products 
met from time to time to discuss sales policies and price mainte- 
nance. The market prices- of gasoline and engine distillate which 
they attempted to maintain were those named by the Standard Oil 
Co. Most of their agreements related to gasoline and engine dis- 
tillatej but they were quite active in establishing and maintaining 
the prices of stove and furnace distillate. Before any uniform price 
agreement could be made to follow the prices of the large com- 
panies, it was necessary to make the marketing policies of the mem- 
bers of the association practically uniform with those of the large 
marketing companies. The secretary of the association, H. H. 
Maxson, in the association's annual report of February 9, 1916, char- 
acterized this stage of the development of the association as follows: 

From this date one year ^o begins wliat I have termed the period of 
Harmonizing. There were sixteen Independent marketers of petroleum prod- 
acts competing for the business on the basis of the lowest-figure-gets-the or- 
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der, often withont regard for the quality of his goods, and fregaently throogb 
some myeterloua service of iDformatlon that " so and so " was slashing prices- 
Maturallf these gentlemen were more or less suspicious of one another, and 
until ther had gained confidence in each other Harmony refused to abide. 

Competitive coNomoNa during 1913-1915. — During 1915 and 
1914 and in the first six months of 1915 there was a price war on 
the Pacific coast. A number of new refining companies were organ- 
ized in California during the flush production of crude petroleum 
in that State. The retail price of gasoline declined 3i to 4J cents 
per gallon at the principal marketing centers of the Pacific coast 
territory during 1914 and the first half of 1915. The Standard Oil 
Co. reduced the retail price in Los Angeles and San Francisco to 
$0.11 per gallon in July, 1915. This was the lowest price during 
the period and it was charged that this company intended to cut 
prices to a point that would eliminate the smaller refiners from the 
business. On September 17, 1915, the president of one of the small 
refining companies wrote to a stockholder of his company as follows : 

It seems to be the purpose of the Standard Oil Company to ruin all tlie 
independent concerns on this coast, and so far as our companies are con- 
cerned, have succeeded In making It very difficult for OS to eslst. We have 
operated our refinery the past two years at a loss, and the price of our crude 
oil at present brings only half what It formerly brought 

The situation of the small marketers during this period was de- 
scribed as follows by H. H. Maxson, secretary of the Independent 
Petroleum Marketers' Association, in a letter dated February 24, 
1920, to Allen H. Wright, a press correspondent at San Diego, Calif. : 

The year 1915 found the oil business ia California from the standpoint of 
a profitable industry at the ebb of Its existence, with an over production of 
crude oil, which the cut-throat competition then prevailing between the Inde- 
pendent Marketers who were thereby placed at the mercy of the Standard, 
forced the gasoline market down to II* per gal. retail, thus causing two of 
the oldest refineries, namely, Southern Oil Heflning Co. and the Service Oil 
4 Asphalt Co., to suspend operations. Subsequently the equipment of these 
two refineries was Junked. 

Others struggle<i along until the cooperative spirit of the organization 
brought order out of chaos and eventually gave the Independent that stand- 
ing wMch Invited and secured the respect of their one big competitor, as 
well as impressed on the public that there were many reputable and well 
«Btabllshed brands of petroleum products on this market. 

What made the existence of the weak independents possible dur- 
ing this period of sharp competition was the supply of crude petro- 
leum from near-by oil fields and the low tank-car freight rate on 
tops, i. e., unfinished naphtha distillate, which was the same as the 
rate on crude petroleum. Following this period of keen competi- 
tion the members of the Independent Petroleum Marketers' Asso- 
ciation attempted to improve business conditions through agree- 
ments which related principally to prices, trade classification, and 
marketing territory. 

Natube of pbice arrangements. — Perhaps the most difficult 
practice to adjust to a uniform basis was that of granting price 
concessions from the market price. Constant vigilance was neces- 
sary in order to keep the various types of differentiais uniform. 
Frequently after an agreement on tne differentials to be allowed 
was reached certain companies would allow cash discounts, sell 
coupon books at a discount, or sell at a greater differential than 
that agreed upon. On September 13, 1915, the secretary of the 
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association wrote the followirig to the San Bernardino Valley Oil 
Co., which indicates the attitude of the association toward dia- 
counted coupon books : 

Sesarding discouoted books, tbere were a few books sold at a dlscouat 
several moutbs ago, but In view of this belne con^dered price-cuttlag and 
contrary to the policy of this oFsanizatiou, this has long since beoi dla- 
contlnne*! 

Defining price territorial boundaries was a step in equalizing 
prices which accompanied the harmonizing of marketing poUcieB 
(see p. 111). The same type of customer in different territories had 
to be charged prices in relation to freight rat«s or other transpor- 
tation costs. The problem was to make the territorial prices tie 
same for all the members of the association. The solution was not 
very difficult for the Independent Petroleum Marketers Associa- 
tion, because most of the activities of the small companies were 
limited to the Los Angeles territory. 

Price undehstandino op SuFTEMaER 22, 1915. — ^At an informal 
meeting of the association held September 22, 1915, "the weU- 
founded rumor of the advance in the market was discussed, and in 
view of such advance it was deemed an opportune time to adjust 
all differentials to precisely the same baais tnroughout your list of 
customers," It was also the sense of the meeting that " all market 
changes" should *'take place simultaneously," (See Exhibit 21, 
p. 218.) Although not a member of the association, on the following 
day, September 23, J. L. Quinn, the Los Angeles district sales manager 
of the Standard Oil Co., reported the substance of this meting to 
H. T. Harper, the company's general sales manager. On September 
23, 1915, the Standard Oil Co. announced an advance in the price 
of gasoline of 1 cent per gallon in all of the principal markets of 
the Pacific coast temtoiy. On September 23, 1915, J. L, Quinn 
wrote H. T. Harper as follows regarding the attitude of the associa- 
tion members toward this price advance : 

Upon the advance in prices today of our Naphtha Products we find that all 
companies bave followed our price signs and several of the members of the 
Independent Petroleom Marketers AsBoclation have tel^honed me this morn- 
ing to voice their approval of this advance and indicate to me that they were 
going to show our company now that they intend to be fair competition 
[competitors]. 

In an article dated September 25, 1915, which appeared in the Oil 
and Gas Journal of September 30, 1915, C. H. Oilman, California 
correspondent of that publication, made the following statement, in 
regard to fiiis same price advance : 

Qasollne prices in Los Angeles have been generallj adopted to conform to the 
recent scbedule established by the Standard Oil Co. — 12 cents per gallon. There 
1b said to exist perfect harmony between that company and the Independent 
Marketers Association and no disposition to cut or retain the old prices. 

C. H. Grilman is vice president and director of the Hurley-Smith 
Co., of Los Angeles, which had been a member of the association 
since February, 1915. In an article dated October 24, 1915, C. H. 
Oilman stated: 

It is reported by the Independent Marketers Association that the business 
has resolved itself into a general understanding between themselves and the 
Standard and Union, and so far as known, one firm, the American Oil Co., with 
a very few stations, is the only company showing any dlt^Kisltion to eat rates. 
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At the time the above article was written gasoline had been 
advanced an additional cent per gallon, there having been a eimul- 
taneous increase of this amount by all the marketing companies at 
the principal cities on the Pacific coast on October 5, 1915. 

From September 32, 1915, to April 6, 1916, the retail price of 
gasoline had been advanced eight times, and the association followed 
tiiese price advances as near as it was able to keep its members in 
line. In his monthly sales report for September, 1916, J. L, Quinn, 
the Los Angeles district sales manager of the Standard, reported 
as follows on the condition of the company's business for the month : 

Prices have been extremel; chaotic, but there Is a movement on foot among 
the Independent Petroleum Marketers Association to stabilize their prices 
In harmony with Standard Oil Company prices, which If accomplished will 
enable ns to secure a large volume of business which heretofore west to 
competitors. 

Price UNDBRSTAwnrNG of Sbftember 21, 1916. — Prices had been 
advanced so rapidly that some of the small companies could not 
resist the temptation to increase their gallonage by selling at less 
than the prices of the Standard Oil Co. This situation brought the 
Union Ou Co, into the Independent Petroleum Marketers' Associa- 
tion to help stabilize prices. C. W. Ralph, manager of stations of 
the Union Oil Co., wrote, under date of September 19, 1916, the 
following memorandum regarding the Independent Petroleum Mar- 
keters' Association, to W. L. Standard, of the same company : 

Please do everything possible to Interest the official of the above Association 
In bringing in and lining up the price cutters who are members of the Asso- 
ciation. History will certainly repeat Itself if some of these members con- 
tinue to sell gasoline at 3^ off, and as good business men they should certainly 
realize and appreciate the low markets we had to contend with a year ago, 
and a disposition on the part of our competitors to be fair and to maintain 
prices should certainly have its effect on the offlcials of the S. O. Co.* Surely 
we should all be willing to accept less gallonage at a fair price than to increase 
our sales at a much lower price. 

The disastrous times which the Eastern Jobbers passed through a year ago 
(and which has been clearly set forth in the National Petroleum News) was 
chargeable from the Gov't investigation to the slashing of prices on the part 
of the smaller independents. The S. O. Co.' flnally retaliated by reducing the 
markets to below cost. 

There is no Justification on the part of local concerns to continue this slash- 
ing of gasoline prices, and there will be but one result, and that Is a lowering 
of the market, so with this in view we should do everything possible to line 
up these cutters. 

Will you kindly make it a point to let us have a report foUowing each meet- 
ing you attend. 

There-was a meeting of the association on September 20, 1916, at 
which price cutting was discussed but no agreement was reached, 
but on September 21, 1916, according to memorandum of the secre- 
tary, an informal meeting was held " at which the consensus of opin- 
ion favored the following business policies " : 

NO, 1 ENOtnE nIBllLLATE TO KETAIL TBADB. 

The wholesale price of engine distillate accorded only to bona flde resellers 
of same will be from this date, no less than 8}^ per gal. delivered, or If below 
the retail market. 
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OABOUNE TO BETAIL TBA1>E. 

All new bnalneBB will be quoted and sold on a 2f differential whicb at the 
present retail market 19i makes tbe wbotesale price 17t. 

All old busineas cunQlcting with this price, with the exception o( sach as la 
controlled by existing contracts extendlag beyond Oct. lat, 1916, will be notiOed 
Immediately that on and after Oct. 1, the wholesale price will be as above 

The Secy of the Assn will be supplied with tbe names of these coBtomers now 
holding sach contracts and the dates same will expire. This information to 
be confldential and only for nae of the Secy in explaining any mlsund^'staDd- 
Ing that might arise. At the expiration of said contracts all prices to be aa 
berelufaefore stipulated. 

PASADBNA AVEKUE aiTDATION. 

Tbe Union Oil Co. and WilsMre Oil Co. with the cooperation of other marlcet- 
ers, on Sept. 22nd will clear up and atablllze conditionB now threatening dis- 
ruption of retail market on Pasadena Ave. 

OTUKB BBTAIL TRADE. 

All marketers will Immediately furnish the Secy of tbe Assn. with the names 
of all retailers they now supply who are advertlring and aelling gasoline at 
less than the retail market Alao any others they may have in mind. 

The above prices were identical with those of the Standard Oil Co., 
except for engine dittillate, in which case the Standard's differential 
was one-half cent per gallon instead of 1 cent. A report of the above 
meeting, September 21, 1916, made by W. L. Standard, of the Union 
Oil Co., to C. W. Kalph, manager of stations of that company, stat«s: 

It was then finally agreed that all members of the Independent Petroleum 
Marketers Association would leave the equipment deal to be handled entirely 
by the Standard Oil Co. and ourselves. 

The report of J. L, Quinn, district sales manager of the Standard 
Oil Co.j for October, 1916, shows that the association members were 
stabilizing their prices in the garage and filling station trade, but that 
there was considerable competition for the commercial car trade, as 
shown by the following excerpt: 

Made a slight gain during the month due to the majority of the members of 
the Independent Petroleum Marketers Association stabUlzli^ their prices In tbe 
garage and filling station trade. There Is a large gallonage going to compet- 
itors at.2f' oft the prevailing Hat price to the commercial car trade. However, 
the market looks to be more stable than It has been for some time. 

The Standard Oil Co. allowed a differentia] of only 1 cent per 
gallon to the commercial car trade. 

A memorandum of a meeting held October 4, 1916, stated that 
"AH 16-cent price quotations vanished on October 1, excepting the 
bona-fide contracts." (See Exhibit 22, p. 219.) During the latter part 
of September lists of all resellers in Los Angeles and vicinity who were 
selling "under the market price of 19 cents" were sent in to the 
secretary of the association, and an association memorandum of a 
meeting held October 25, 1916, states : 

In checking over the list of 18* signs we find that practically half of the 
69. 18tf signs have been eliminated since tbe 1st of October. This shows a very 
decided Improvement in the general marketing conditions. 

On December 2, 1916, the retail price of gasoline in Los Angeles 
was advanced to $0.20 per gallon. There was no further increase 
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until August 9, 1918, which was authorized b^ the United States 
Fuel Administration on account of an advance in freight rates. 

PROPoarat AQBEEMENT OP Jandast 5, 1917.— Apparently there was 
price cutting following this advance to $0.20 per gallon on December 
2, 1916, for a memorandum of a meeting held January 3, 1917, states : 

There was very little happened at the meettng nntll Mr. Jordan of the 
Jordan Oil Co, exploded hie bomb shell. Mr. Jordan stated that when he came 
Into the Association, It was with the understanding that the cut price condition 
was going to he cleaned up and that he had cleaned his tip and as a resnlt 
had lost ten out of fourteen customers. Mr. Jordan stated that it was all very 
nice to get ti^ether and talk over the aituatlon, but that so far as he could see 
it was a chair warming proposition and that very little good resulted from it, 
also that unless there was some definite action taken on the price cutting propo- 
rtion and that the Association get together and pull together that he was 
through with It for all time and that it was his intention to market hig gaso- 
line at the hest figure he could secure disregarding any oth^ condition. 

Mr. Jordan gave the Association until the nest meeting which will be 
Wednesday Jan. 10th to clear up the cut price situation. 

A memorandum from the association files dated January 5, 1917, 
which was sent to 13 association members, stated that (see Ex- 
hibit 23, p. 220) : 

Qasolise marketers from Jan. 15, 1917. will refuse to s^t any customer who 
will not display the retail market price sign. 

Will furnish no peddler who will resell at a greater differential than 2< or 
who permits the retailer to display signs under the retail prlcee. 

As contracts esplre they will not be renewed except at 2? below the current 
market price at time of delivery. 

Any retailer who elects to haul his own or associates gasoline will be charged 
the regular 2i differential at refiners tanks. 

H. H. Maxson, secretary of the association, informed the Commis- 
sion at a hearing held October 7, 1921^ that the above memorandum 
was sent out on nis own initiative, "with the idea of stabilizing con- 
ditions to some extent" but without any obligation on the part of 
the members to execute the same. However, neither the directors nor 
members of the association criticized the secretary for having sent out 
this memorandmn (see p. 186), 

AoKEEMENT OF Januart 10, 1917. — As shown in Exhibits 24 and 25, 
at 8 meeting of the association on January 10, 1917, it was agreed 
that none of the members would sell to the Five Mile House on 
El Monte Road unless a 20-cent sign was displayed. On Janu- 
ary 12, 1917, a formal black list, effective for 60 days, and including 
among others the Five Mile Hotise, was issued by the association ; 
and within less than a week the Five Mile House displayed a 20-cent 
sign. A memorandum of a meeting held January 17, 1917 (see 
Exhibit 26, p. 222), states: . 

As long as the El Monte Road Five Mile House is now dt^laying a 2W sign. 
the Wllshire, Standard Oil Co. and Union will start In to clean up the 20# signs 
at Alhambra, South Pasadena and Pasadena. This situation ought to be cleaned 
UD very nicely within the next few days. 

In a statement submitted to the Commission the Standard Oil Co. 
states (see p. 177) : 



But the alleged intention on the part of the companies mentioned to 
" clean up the 20-cent signs," did not refer to an agreement on prices ; 
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it referred instead to cooperation in bringing pressure on retail price 
cutters, as in the case of the El Monte Eoad Five Mile House. 

The Jordan Oil Co. remained a member of the association until 
August, 1917, when, again becoming dissatisfied, it withdrew its 
membership. In describing Mr. Jor^n's withdrawal W. L. Stand- 
ard, in a memorandum dated August 22, 1917, stated: 

Mr. Jordan is very friendly but stateB that in his opinion the Aasoclatton has 
failed Id Its endeavor to accomplish n better marketing condition is the City of 
Iiog Angeles. Wblle Mr. Jordan admite that the Association has been of wonder- 
ful benefit up until a month ago, he feela that It is necessary for ttlm to meet 
couiiietition, and doing such he cannot be a member of the Association. 

Evidently some of the small refiners in the vicinity of Los Angeles 
were willing to sell their gasoline at less than the market price during 
the greater part of 1917, as the association was unable to induce all 
of its members to maintain the open market price. {See Exhibits 27 
to 32.) Much of the difficulty in maintaining prices at this time, as 
shown by the memoranda referred to above, was due to the growth 
of the use of the coupon system of selling gasoline at a reduced price, 
(See Exhibit 29.) The coupon system was used especially by the 
larger companies (see p. 54) ; therefore the small companies that did 
not want to adopt it were forced to openly out the price agreed upon 
to meet competition, as shown by the extract from the annual report 
of the secreta.ry for the year 1917 : • 

The unfortunate condition of the Raaoline market due to the growth of the 
coupon system, bas made It especially dlfUcnlt to hold the organization together 
during the past year. The smaller companies, not wishing to install conpon 
systems to meet tbls method of compctltlun have in many instances encouraged 
the display of cut price signs wltb the usual resulting unstable condition of the 
market. Though tbls office has redeemed over 18,000 In Associatton coupons 
an Increase of$6,010.00 over the previous year, only three members have availed 
themselves of the use of this prlvll^e which would save the considerable ex- 
pense and annoyauce not experienced In the use of Individual coupons, which 
in most cases are good only at their own stations. 

Control of Fuel Administsation. — ^After the 1st of May, 1918, 
the petroleum war service committee of the United States Fuel Ad- 
ministration stabilized prices of both crude petroleum and refined 
products. On August 7, 1918, J, L. Quinn, district sales manager 
of the Standard Oil Co., wrote a letter to W, S. Miller, one of the 
company's directors, in which he ^ated : 

The Independent Petroleum Marketer Association at their meeting today 
discussed the possibility of clearing up the Los Angeles situation by wiring 
Mr. Bequa If he would not issue ordei-s regulating the marketing companies 
In Iais Angeles on the basis of selling gasoline at 2^ off, and 1^ off on distillate, 
to retailers less 2% for cash and list to all other classes of trade less 2% for cash. 

The discussion before this meeting was based on an article appearing in the 
National Petroleum News of July 81, 1918, page 19, known as the Shreveport 
Report, as well as their knowledge that Mr. Kequa was considering the Loa 
Angeles condition at this time. 

The Shreveport ruling of the oil division of the United States Fuel 
Administration referred to was as follows:* 

Pending the Issuance of a general order you are directed as follows : Make 
no allowance to retailers on gasoline or kerosene exceeding one cent per gallon. 
Make no drayage allowance to consignors on drum or fuel shiiKnents. No per- 
manent equipment shall be given or loaned, and sale or rental must be on a fair 
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value. Give no premiums, secret fees or rebates. CoupoQ books (U sold) not 
more than 2 per cent discount for cash. Neither buy nor rent premises nor 
equipment from existing retailers. Furnish retailers no emplojiees. Pay re- 
tailers no salaries or commission. 

On August 15, 1918, W. S. Miller replied to J. L. Quinn's letter of 
August 7, in which he said : 

Tbe Los Angeles refineries bave be«i clamoring for a higher price ou gasoline. 
The Independent Petroleum Marketers Association could without doubt clear up 
the situation and if it were called to Mr. Requa's attention he would probably 
issue an order clearing it up. Some of our people here have felt that under 
the circumstances our company ought to tafee notice of this Los Angeles situa- 
tion and meet all competition. Do you think the Independent Petroleum 
Marketers Association would be pleased to have the Standard Oil Company do 
tbjs? Of course, this would be something that we would not wish to do, still such 
action might have to be taken. 

I do not think It would be advisable to take this up with the Assiociatlon, but 
if you should happen to meet one of them you rolgbt talk to him about it. 

In a statement submitted to the Commission the Standard Oil Co. 
stated that at that time the Standard was under the control of the 
United States Fuel Administration and that it made no changes in 
prices unless "directed and authorized by the Fuel Administration," 
and that (see p. 177) : 

Mr. Miller's suggestion to Mr. Qulnn therefore was prompted solely by tlie- 
fact that if the prices at which the company was aelling its product, whicli 
had the approval of'the Fuel Administration and which the company could 
not change without the approval of the Fud Administration, were prices not 
to be accepted by the company's competitors, then the company was warranted 
in seeking the Fuel Administration and requesting authority to lower its 
prices in order to meet competition. 

Agreements in Mat, 1919. — In the Sprine of 1919 there were re- 
newed signs of an effort to get the prices of all members of the associa- 
tion equalized to the Standard Oil Co. prices in preparation for a gen- 
eral market advance. The prices charged by the different companies 
were probably a little out of line here and there. In order to obtain 
uniform prices the Independent Petroleum Marketers' Association 
issued a price list effective May 5, 1919, covering gasoline, engine 
distillate, and kerosene, which named a price for each class of cus- 
tomers. On May 8, 1919, a " confidential memorandum was sent out 
by the association which contained a list of " bona fide gasoline ped- 
dlers," and which was also to apply to the Standard Oil Co. stations, 
as shown by the following paragraph : 

BeginnlDg immediately all customers, unless in possession of a reseller's 
license, buying at commercial stations including Union OU and Standard Oil 
Stations, will be chained the minimum prices of 18^ cents net per gallon for 
gasoline and 13 cents net per gallon for Engine Distillate. 

There were memoranda issued at this time which named prices, 
classified customerSj and gave a list of 20 peddlers and stated that 
" no new peddlers will be recognized." (See Exhibits 33 to 35.) 

On May 8, 1919, J. L. Quinn wrote H. D. Collier, sales manager 
of the refined oils and naphtha division of the Standard Oil Co., 
summarizing the agreement quoted above, figures and all, in a manner 
so detailed and exact as to show that he must have had a copy of 
the agreement. In referring to peddlers, Mr, Quinn wrote (see 
Exhibit 35, p. 229) : 
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The ittlce to peddlers in their own tanfe wagons at refining tanks is 17^ per 
gatloD for gasoline, and the list for peddlere was cioeed yesterday nt noon 
so that no new peddlers would be created. 

la a statement submitted bv the Standard Oil Co., the followiDC 
explanation is made of its relation to this agreement (see p. 178) : 

The information In this particular cage came to the company unsolicited 
and was passed iilon^ to the general office as a matter of information only. 
It in no way affected the company's prices or its policies and the conrpnny'a 
prices continued to be the El Segundo refinery ha^e prices. 

An advance in the price of the lighter grades of crude petroleum 
was made on June 10, 1919. and on the same day the price of gasoline 
was advanced 1 cent per gallon throughout the Pacific coast terri- 
tory ; this made the price $0,215 per gallon in Los Angeles. A short- 
age of gasoline developed in the Pacific coast territory in the latter 
part of 1919, and there was no difficulty in maintaining prices. 

Price aovances iv 1920, — The gasoline shortage whicn began in 
the fall of 1919 continued throughout the first three quarters of 1920. 
During this time there were continued efforts on the part of the 
Independent refiners to obtain advances in the price of gasoline. On 
February 26, 1920, F. C. Van Deinse, vice president and general man- 
ager of the Ventura Refining Co., wrote A. E. Boynton, secretary of 
the Oak Ridge Oil Co., as follows: 

While an advance in the price of refined products has been agitated by several 
of the independent refiners, they have us yet been unable to agree upon a new 
schedule, and there appeors to be considerable doubt as to whether the Stand- 
ard Oil Company would be ivtUlng to join in any advance at this time. 

The next gasoline price advance was made by the Standard Oil Co. 
on March 17, 1920, when the Los Angeles price was increased from 
$0,215 to $0,235 per gallon. This advance was simultaneously made 
by the members of the association, and it was comparatively easy to 
maintain the new price on account of the actual shortage of gasoline 
in the summer of 1920. Some of the small refiners claimed that this 
advance was not commensurate with the advances in the price of the 
lighter grades of crude petroleum which had occurred since the be- 
ginning of the year. The following extract from a letter written 
by H. S. Botsford, manager of the Puente Oil Co., to C. H. Sehlacks, 
president of Union Oil Co. (Delaware), under date of March 31, 
1920, shows the attitude of the small refiners at this time : 

The close of the first quarter finds us with a shortage of all refined stoclra 
and with no crude stoclfs In store at the old price. With the two advances 
in crude since February first, a total of 76< per barrel on our 80 gravity pro- 
duction, we have had, as you fcnow, only two cents advance In the price of 
casoline. Consequently our operations from this on will protmb^ show no 
profit, i£ Indeed not an actual loss." 

Other small refiners complained that the prices of the lighter 
grades of crude petroleum had been advanced to such a point that 
there was no profit in refining operations. 

The Standard Oil Co., however, was generally condemned by the 
consumer for making this advance in the price of gasoline on March 
17, 1920, as well as for initiating price advances in the past. For 
these reasons, apparently, when uie next advance in price occurred, 
the Standard Oil Co. did not take the lead. The Union Oil Co. an- 
nounced on July 28, 1920, an increase from $0,235 to $0.25 per g&lloa 
and on August 4, 1920, another increase from $0.25 to $0,27 per gallon 
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in Los Angeles. The Standard Oil Co. followed these advances on 
Ai^ust 6, oy increasing its prices from $0,236 to $0.27 per gallon. 
This was the first time during the period 1914^1920 that the prices 
of all the large marketers were not changed siniultaneously in the 
Lfte Angeles market. The Oil and (Jas Journal commented on this 
price advance in its issue of August 13, 1930, page 44, as follows : 

Effective August 4. the Union Oil Co. of California advanced the price of 
gasoline from 25 to 27 cents a gallon with the ptibliahed unnouncement tbat 
tbe Importing of additional supplies from the Eastern fields make It absolutely 
essential to increase the price. Following this lead, all members of the Inde- 
pendent Marketers Association at a meeting held Wednesday, decided to raise 
the price to the same standard. The Standard Oil Co. today (Augiiat 6) 
met the price of 27 cents In I,os Angeles and San Francisco. 

Every previous advance during the past has been established by Ibe Standard, 
which, as u natural result, has .'itood the brunt of criticism on tiie part of the 
press and the public. 

The following letter dated August 10, 1920, from C- S. Beesemyer, 
of the Gilmore Petroleum Co., to E. B, Gilmore, the president of the 
company, substantiates the Oil and Gas Journal report: 

As you probably already know the Standard Oil Company boosted their price 
on Gasoline to twenty-seven cents following the Union's advance and all Inde- 
pendents have advanced likewise with the exception of the Wllshire Oil Com- 
. pany and tbey boosted their price to ttilrty-two cents. 

A synopsis of the price situation is contained in the following letter 
dated August 9, 1920, from John Otis Haley, of the Pacific American 
Petroleum Co., to H. H. Maxson, secretary of the Independent Petro- 
leum Marketers' Association : 

The writer has been advised that the Purity Station whirh is at the corner 
of Ninth and Snnta Fe Avenue of this city, is selling their high grade product 
at 26}^ per gallon retail and maintains signs to this effect. 

If this Is the case you no doubt are aware of the fact that this price is J* 
under the standard retail market price. It was Just this sort of irritation that 
caused the Standard Oil Company considerable anxiety some two years ago 
when the Western Refinery retailed their Cryslal Gasoline anywhere from ISJ** 
to 191^ per gallon wlien the regular standard market price was 201^ per gallon 
or thereabouts, also other companies were selling It for less than the standard 
price. 

At a later date some bright minded person conceived the idea that by charging 
the regular standard market price for their gasoline that It meant harmooy 
amongst the oil family and also at the end of the month more money was accu- 
mulated on the right side. 

This is only notice to the public that the recent raised price for gasoline by 
the Standard Oil Company to 27* is more than it should be becanse they (The 
Western Keflnet7) are in a position to deliver City Specification Gasoline for 
26if per gallon, therefoi-e wliy should the Standard Oil Conipiiny charge 27^ 
per gallon, and on the other hand the Wllshire Oil Company as I noticed this 
morning, at their stations are asking 32« per gallon for gas. This is a credit 
for the Wilshlre Oil Company, but it is anything but a credit to the Western 
Refinery for asking less than the standard market price for their gasoline pro- 
viding this la the case. 

It is the writer's opinion that the market price on gasoline should be 30* per 
gallon to be in harmony with other prevailing prices ; this could be accomplished 
very easily if the independent refiners would take the Initiative as the Wilshlre 
Oil Company lias, but if the Purity Station or other stations would advertise 
gasoline at 261* per gallon this end would be difficult to accomplish. 

We are always willing to raise our prices as high as tbe next independent 
refiner, also are villing at all times to donate for good cause to help out such 
conditions. 

Trusting that you will take this mattpr up with the Western Refinery as you 
know ^e personals, and that th^ will understand the matter In the right 
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It Is the writer's intention to do ever>'tliing possible to keep prices nt least 
np to the stanilard. 

Kindly treat this matter sincly and do DOt mention the fact to other ^■iim- 

There has always been considerable complaint about price cutting 
under the Standard Oil Co. prices in Los Angeles and vicinity by 
members of the association who checked up on each others' activities. 
On the -whole, however, the association members have lived up to the 
Standard Oil Co. price rather closely. The Los Angeles marltet was 
so important that the large marketers were not willing to abandon it 
to the small independents, and they were unable to advance prices 
unless uniform prices were being charged, without losing gallonage. 

Agreements on citt bids. — Memoranda of association meetings 
show that the association members reached an agreement among 
themselves as to what bids would be made in supposedly competitive 
sales. A memorandimi of a meeting held December 20, 1916, states : 

The question of the Loa Angeles City specifications t-aine up for discu8.sioii. 
It was agreed that only four Refiners were going to bid on the eontruet cover- 
ing the City Requirements for 1917, the S. O. Co., the U. O. Co., California Oil 
and Asphalt and the Western Oil Co. It was agreed that all should bid K* 
off open tank wagoa market price at tinie and place of delivery. 

The above refers to bids that were to be made on specification 155, 
for the city of Los Angeles. Bids were received December 22, 1916, 
from three compani^, as follows (see Exhibit 36, p. 230) : 

The Union Oil Company quoted on gasoline, in tank wagon delivery or 
<irnms, 1!)« per gallon, which was Itf less than the retail (imrket price. The 
Standard Oil fonipany and Western Oil Company quoted 1( less than retail 
market price, not specifying any amoimt. The city Attorney ruled that bid 
of this kind was not legal and all bids were rejected by the City Council at 
its meeting of January 17, 1917. 

On the same day, January 17, 1917, the following action was taken 
at a meeting of the association, as shown by the following excerpt 
from a memorandum of that meeting: 

The question of the new bids for the City of Los Angeles was taken up for 
discussion. The new request calls for a flat price on all refined oils for a period 
of six months. All parties who will bid on these new requirements will bitl 
the SHme as last time namely Itf off the open titnli \\ngon market price at time 
and place of delivery. 

According to information furnished by the city purchasing agent 
(see Exhibit 36, p. 230) : 

The same firms quoted in the same manner and bids were again rejected 
and the Purchasing Agent Instructed to issue regular purchase orders for 
supply at the bePt price obtainable. 

Gasoline was purchased at 19^ per gallon during the months of January. 
Pehruary, March, April and May, and at 18^ per gallon during the remainder 
of the year. 

Both of the memoranda of meetings of the association named the 
Standard Oil Co, as one of the companies that would bid on these 
requirements and the price that they would hid. On December 20, 
1916, the day of the first association meeting, J. L, Quinn, Los 
Angeles sales manager of the Standard Oil Co., wired the home office 
as follows: 

Tho city's yoar'y requirements as follows: 200,000 gallons gasoline; "^Tifsm 
gallons distillate ; 5.000 gallons coal oil. Would recommend bidding 1 cent off 
the prevailing market price at date of delivery on all three pi-oilucts. Will 
you kindly get this bid in tonight's mail. 
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J. L. Quinn was instructed b? wire to submit bids on basis of 1 
cent off the market price. (See Exhibit 2, p. 176.) 

AgEEEMBNTS COVEHINO IVKL OIL, GAS tUL, ANI> DIKTII.I.ATK. The 

chief activities of the Independent Petroleum Marketers' Association 
were devoted to the maintenance of uniform gasoline and en^ne dis- 
tillate prices. Efforts were also made to maintain the Standard Oil 
Co.'s market price on all other petroleum products. The association 
attempted to Tiarmonize m^rketin^ conditions in the sale of fuel oil 
and to this end organized a fuel oil section of the association, but as 
little was accomplished apparently it was disbanded in March, 1918. 
Evidence of an agreement among members of the Independent 
Petroleum Marketers' Association to fix the price of gas oil is con- 
tained in the following extract from a confidential memorandum, 
dated January 23, 1919. (See Exhibit 87, p. 331.) 

Discussed Gas Oil BituattoD with a number of inliereated parties, tliose 
present were the G. P. Co. Puente Oil Co., Wllshire Oil Co.. RIchfleld Oil Co., 
Ventura Refining Co., and California Oil and Asphalt Company. Those absent 
were the Veroon Oil Refining Co. and the Golden State KeflninR Company. It 
was agreeil that no price should be quoted either Tarr & McComh or Mr. 
Roseberg other thun 61* tank cars f. o. b. Refinery on Oas Oil. This on 
account of the irresponsibility of the two parties In question as to the mainte- 
nance of prices. These two people have been canvassljig the refiners to secure 
a contract on Gas Oil. The Vernon Oil Co. are members of oar organization 
and we believe that they will agree to the at>ove. This will be taten up with 
them through the Association. This will also be iloae In tbe rase of ttie 
Golden State Refining Company and It may be that they will not fall into line. 
However, their production la so limited that they could be Ignored If necessary. 
It was further agreed that all interested would quote legitimate jobbers at 
5|* or &ii direct to the consumer. The question was discnsse* as to esactly 
what was meant by a Jobber or reseller and each of the Oil Companies present 
agreeil to make a list of their customers who were entitled to the 51* price. 
Such a list was prepared and we will receive ci^y within the nest few dayp. 
It was impossible to reach an agreement that the one price of 6it should pre- 
vail to all purchasers. All cooperative Farm Associations are classed as re- 
sellers providing they do sell direct to their own members. 

H. H. Maxson, secretary of the association, informed the Commis- 
sion at a hearing held October 7, 1921, that stove and furnace dis- 
tillate price hsts of the Diamond Oil Co. were distributed by the 
association "as a guide for others in the same line of business, or for 
their information ; and that the price list of the Diamond Oil Co. 
was distributed because the Standard Oil Co. does not sell these two 
commodities in the Los Angeles territory. (See p. 192.) The price 
list of January 15, 1917, named a price of $0,045 per gallon for bulk 
deliveries for stove distillate and $0.0375 for furnace distillate. (See 
Exhibit 38.) Other association price lists showing advances in 
price were issued September 1 and December 1. 1917, Mav 6 and Oc- 
tober 14, 1918, and February 20, 1920. This last price'list, shown 
in Exhibit 38, shows that stove distillate in bulk deliveries was 
$0,085 and furnace distillate $0,075 per gallon. 
Section 6. Relations between large marketing companies and the Asso- 
ciation. 

Relations between Standard and Association. — ^As already 
stated, there was keen competition among the California marketing 
companies, particularly in the sale of gasoline and engine distillate, 
from 1913 to the latter part of 1915. By the fall of 1915 it was 
alleged that the Standard Oil Co. was endeavoring to cut prices 
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to a point that would eliminate the smaller refiners from the market- 
ing business. The president of a company which was a member of 
the Independent Petroleuin Marketers' Association, wrote on Sep- 
tember 17, 1915, to one of his stockholders as follows: 

It seems to be the purpose of the Standard Oil Go. to ruin all the independent 
«incerDS on this coast and. so far as- our companiee are concerned, have snc- 
■ceeded in making it very difficult for ns to exist. 

At a meeting of the association held on September 22, 1915, " the 
well-founded rumor of the advance in the market was discussed, 
and in view of such advance it was deemed an opportune time to 
adjust all differentials to precisely the same basis throughout your 
list of customers." It was the sense of this meeti^ that all market 
- ■changes " should " take place simultaneously." The following day, 
SeptCTrtber 23, 1915, the Standard Oil Co. advanced the price or 

fisoline. The Standard was fuUj advised by J. L. Quinn, its Los 
ngeles sales manager, of the action taken by the association mem- 
bers on September 22. J. L. Quinn was also familiar with the dis- 
■cussion that took place at this meeting, as is shown by the following 
excerpt from a letter written to H. T. Harper September 23, 1915 : 

I understand after a great deal of discoisaion the three first paragraphs were 
agreed upon as a tiasis to wort out from uoder the chaotic condition and elimi- 
nate aa far as the members o( this organization were concerned the evils that 
have caused disco natructive [dcBtruetive] competition which has eicisted here 
for the past three or four years. 

The attitude of the members of the association toward the Stand- 
ard is indicated by the following paragraph from J. I* Quinn's 
letter of September 23, 1915: 

Upon the advance in prices today of our Naptha Products we find that all 
companies liave followed our price signs and several of the members of the 
Independent Petroieum Marketers Association have t^ephoned me this morning 
to voice their approval of this advance and indicate to me that they were going 
to show our company now that they intended to be fair competition [competitors]. 

The Los Angeles district sales manager ' of the Standard Oil Co. 
kept in close touch with the association and he also kept the home 
office well informed of the association price activities and of the 
competitive conditions in that territory. J. L. Quinn informed an 
examiner of the Commission that he secured his information regard- 
ing the activities of the association from E, H. Miller, of the Dia- 
mond Oil Co., a member of the association, and during the earlier 
years from a Mr, Sheather, now deceased, of the California Oil & 
Asphalt Co. This latter company was also a member of the asso- 
ciation (see p. 107). As already noted, J. L. Quinn promptly for- 
warded memoranda of the important activities of the association to 
the general sales manager at San Francisco. 

The evidence indicates that the Standard Oil Co., or at least its 
Los Angeles sales manager, and the association members were in 
complete agreement regarding the price to be bid on the 1917 Los 
Angeles city requirements for petroleum products, and as a result 
the city of Los Angeles was unable to secure competitive bids for 
these requirements (see p. 121). The city asked for bids on Decem- 
ber 22, 1916, and again on January 24, 1917, and on both occasioi^ 
an agreement was reached by members of the association on the 
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prices to be nameii, and in Koth cases they apparentiv knew the 

6 rices which the Los Angeles district sales manager of the Standard 
il Co. intended to bid, as the memoranda of the association meet- 
ings of December 20, 1916, and January 17, 1917, named the com- 
paniesj including the Standard, which were to bid, and also named 
the prices which they did bid. Furthermore, on the day of the first 
aOT-eement, December 20, 1916, J. L. Quinn, Los Angeles district 
sSes manager, wired the home ofiice, at San Francisco, recommend- 
ing the prices which were the same as those agreed upon by mem- 
bers of the association, and on the same day, December 20j 1916, the 
home ofiice of the Standard wired J, L, Quinn to bid the prices which 
he had recommended (see p. 176). 

At a meeting of the members of the Independent Petroleum Mar- 
keters' Association held on January 10, 1917, it was agreed that none 
of the members would sell to the Five Mile House on El Monte Itoad 
unless a 20-cent sign was displayed. On January 12, 1917, a formal 
black list, effective for 60 days, and including among others the Five 
Mile House, was issued by the association, and within less than a 
week the Five Mile House displayed a 20-cent sign, W. L. Stand- 
ard, of the Union Oil Co., in reporting a meeting of the association 
held on January 17, 1917, said : 

As long as the El Monte Road Five Mile House is now displaying a 30^ 
sign, the Wilshlre, Standard Oil Co. and Union will start in to clean up the 
20e signs at Alliambra, South Pasadena anil Pasadena. This situation ouRht 
to be cleaned up very nicely within the nest few days. 

The Standard Oil Co. doiied that there was any agreement on 
prices at these points (see p. 177), however, the above referred to 
cooperative efforts to eliminate price cutting on the part of retailers 
and not to price agreements. 

In August, 1918, J. L. Quinn wrote to W. S. MiUer, a director of 
the Standard Oil Co., in which he stated that the Independent Petro- 
leum Marketers' Association had discussed the possibility of elimi- 
nating the price cutting by requesting M. L. Requa, director of the 
oil division of the United States Fuel Administration, to issue an 
order fixing the minimum retail prices, as was done at Shreveport, 
La. (see p. 117). Under date of August 15, 1918, W. S. STiller 
replied as follows: 

The r*s Angeles refineries have been clamoring for a higher price on gasoline. 
The independent Petroleum Marketers Association could without doubt clear up 
the situation and If it were called to Mr. Iteqoa's attrition he would probably 
Issue an order clearing it up. Some of our people here have felt that ander 
the circumstances our company ought to take notice of this Los Angeles ^tun- 
tlon and meet all competition. Do you think the Indepenaent Petroleum Mar- 
keters Association would be pleased to have the Standard Oil Company do this. 
Of course this would be something that we would not wish to do, still such 
action might have to be taken. 

I do not think it would be advisable to take this up with the Association, but 
If you should hnppen to meet one of them you might talk to him about It.' 

In a report to the home office dated April 19, 1919, J. L. Quinn. Los 
Angeles district sales manager of the Standard Oil Co , stated : 

TheTe is a movement on foot at the present moment bv the Independent 
Petroleum Marketers Association to reduce the differentials to service station 
and garage operators, for at the present time manv are receiving 3J# to 3* 
below our open market price of 1^ or IJ* larger differentials than our own. 

*For the Standard's explanation, a«e p. ITT 
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In the early part of May, 1919, the association members again 
agreed to maintain the differentials between the wholesale and retail 
prices of 2 cents per gallon on gasoline and 1 cent per gallon on 
engine distillate, effective May 5, 1919, for sales to garages and serv- 
ice stations, and on May 8 a supplementary agreement was made 
covering the price to commercial users. The home office of the 
Standard Oil Co. was informed of the first agreement before it was 
to become effective. The first paragraph of the supplementary agree- 
ment of May 8 specifically mentioned the Standard Oil Co., as diown 
below: 

Be,^nning immediately all customers, unless in possession of a resellers 
license, buying at commercial stations, including Union OIL jind Stiindord Oil 
Sfationa. will be charged minimum prices of 19it net per gallon for gasoline and 
13 cents net per gallon for engine distillate. 

This agreement gave the names of 20 concerns regarded as ped- 
dlers and stated that no new peddlers would be recosjiized (see p. 
229) . Under dat« of May 8 1919, J. L. Quinn wrote to H. D. Collier, 
sales manager of the refined oils and naphtha division of the Stand- 
ard Oil Co., -giving a detailed and exact stat«ment of the above 
agreement {see p. 229) . A long-hand note attached to the agreements 
of May, 1919, in the handwriting of the secretary of the a^ociation 
contained the following: 

Salesmen of commercial or industrinl concerns J9i (Bill to employer) wait on 



In a statatnent filed with the Commission by the Standard Oil Co. 
the company offered the following explanation {see p. 178) : 

The Information In this particular case come to the company unsoUctted and 
was passed along to the General OfSce as a matter of iDformation only. It 
in no way affected the company's prices or its pcJiciea. 

ITie purpose of the above agreement was not to establish a new 
price but to discipline price cutters and eliminate price cutting. 

On June 10, 1919, the price of gasoline and engine distillate were 
both advanced 1 cent per gallon by the marketing companies on the 
Pacific coast. In referring to this advance, C. H. Oilman, Cali- 
fornia correspondent of the Oil & Gas Journal, stated in an article 
dated June 14, 1919 : 

The maintenance of uniform prices throughout the larger cities of the state 
has been largely brought about through the cooperation of the independent 
Sfarketers Aasociation, which has worked In harmony with the Standard and 
Union, who are also a unit in the establishing of prices with the Shell Company 
and the Associated, and through this mutual agreement price cutting has lieen 
almost abolished. 

C. H. Oilman was vice president of the Hurley-Smith Co.. of Los 
Angeles, a member of the association. 

The members of the association were frequently reported to have 
urged the Standard Oil Co. to advance gasoline prices in the spring 
of 1920, and prior to the summer of 1920 the Standard initiated 
the price changes while the other large marketing companies and 
memoers of the association followed its prices. From correspondence 
between H. S. Botsford, manager of the Puente Oil Co., and C. H. 
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Schlacks, president of the Union Oil Co. (Delaware), which con- 
trols the Puent« Oil Co. through stock ownership, it appears that 
the members of the association, early in April, 1920, were urging an 
advance in the prices of gasoline. According to the following trara- 
lation of a code telegram, dated April 10, IsSo, from H. S. Botsford 
to C. H. Schlacks, the Standard Oil Co. recommended that the In- 
dependents increase the price of gasoline : 

Had a talk Monday Standard Oil Co. (California). San Francisco as good as 
recommended Independents Increase price gnsoline. Friday local representa- 
tive definitely asks It it Is not possible Independents take some action. Can see 
no objection making price 25, now 231. 

Please advise. 

H. S. Botsford was president of the Independent Petroleum Mar- 
keters' Association at that time. There were no immediate results 
from these efforts to advance gasoline prices. In fact, C. H. Schlacks 
forbade the Puente Oil Co. taking any part in concerted price ad- 
vances, and soon after H, S. Botsford"^ resigned as president of the 
association (see p. 90), While the independent marketers did not 
advance the price at this time, when price advances were made in 
July and August, 1920, they were first made by the Union Oil Co, 
There was a shortage of gasoline in California at this time, and the 
Union Oil Co. advanced the price 1^ cents per gallon on July 28, 
1920, and further advanced the price 2 cents per gallon on August 
4, 1920. The association members met on the latter date and de- 
cided to increase their prices to the same level, and the Standard Oil 
Co. followed on August 6 with an advance of 3^ cents per gallon. 
This advance of the Standard made the prices of all marketers the 
same. 

Relations with other large MASKsnsQ coufanies,— As already 
stated, the Independent Petroleum Marketers' Association was very 
active in attempting to secure the membership of the large inde- 
pendent marketing companies. The General Petroleum Co,, the 
predecessor of the General Petroleum Corporation, became a mem- 
ber in April, 1916, and although its business was taken over by the 
latter company on July 1, 1916, the former company still retained 
membership in the association. The General Petroleum Corporation 
did not Join. In September, 1916, the Union Oil Co. became a mem- 
ber, and the Associated Oil Co. joined the association in November, 
1920. Neither the Shell nor the Standard ever became members 
of the association. 
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Chaptek VIII. 

GENERAL COMPETITIVE CONDITIONS IN CALIFORNIA 
AND IN THE UNITED STATES. 

Section 1. Dominance of lar^ companies in California. 

The most significant economic fact developed by this inquiry is 
the degree of control of the five large companies in every branch of 
the petroleum industry of the Pacific coast. In 1918 they produced 
and purchased 80 per cent of the total crude-petroleum production 
of California, they operated practically all of the pipe lines, refined 
almost 92 per cent of the crude run by all refineries in that State, 
and marketed fully 90 per cent of all refined petroleum products 
sold in both the domestic and export markets of the Pacific coast 
territoiT. 

The Standard Oil Co. is the most important factor in the Pacific 
coast petroleum industry. In 1919 it produced 25 per cent of the 
crude -petroleum production of California, it produced and purchased 
about 35 per cent, owned about 35 per cent of the pipe lines, refined 
almost 50 per cent of the crude run through California refineries, 
marketed 55 per cent of the gasoline, 38 per cent of the engine dis- 
tillate, 70 per cent of the kerosene, 65 per cent of the lubricating oils, 
and about 35 per cent of the gas oil sold by all marketers in the do- 
mestic market of the Pacific coast. In the purchase of crude pe- 
troleum and the sale of refined petroleum products the Standard gen- 
erally names the' market price and other marketers follow these 
prices. 
Section 2. Effect of restriction of competition on Pacific coast. 

The resolution directing this ini^uiry requested information re- 
garding the effect which any combinations " had upon the market 
price of fuel oil, gasoline, and other petroleum products, especially on 
the Pacific coast and especially with reference to the price chared to 
the ultimate consumer." 

The Standard Oil Co., as already stated, began to sell directly to 
the consumer in the fall of 1914 and fixed its differential between the 
wholesale and retail price of gasoline at 2 cents per gallon. Prior 
to this there had been no generally established differential between 
the wholesale and retail price, but it had generally been higher. 

The numei'ous small refiners in the vicinity of San Francisco and 
Los Angeles in 1914 and during most of 1915 found the competition 
very keen, particularly in the sale of gasoline. In addition to the 
competition of the small refiners, the Associated Oil Co. and the 
Shell Co. were just becoming factors in the gasoline market. By the 
end of 1915 the few small refining and marketing companies in the 
vicinity of San Francisco had been eliminated from the petroleum 
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business, as well as two in the vicinity of Los Angeles. The remain- 
ing small refining and marketing companies in the vicinity o£ Los 
Angeles, through the Indejiendent Petroleum Marketers' Association, 
agreed to maintain the prices announced by the Standard Oil Co., 
which was the lalrgest marketing company on the Pacific coast. The 
Union Oil"Co., the second largest marketing company, was maintain- 
ing substantially the same prices. This apparently made it much 
easier for the Standard Oil Co., which had always been recognized 
as the leader in establishing prices throughout the Pacific coast terri- 
tory, to initiate price advances. The first price advance, in 1915, was 
made the day following the understanding of the memhere of the Inde- 
pendent Petroleum Marketers' Association that they would maintain 
the prices announced by the Standard. Throughout the remainder of 
the period the prices of all petroleum products were materially ad- 
vanced. Although at times there was considerable price cutting in 
the vicinity of Los Angeles by the small companies, and occnsionally 
a special price was given to a large consumer in other parts of the 
Pacific coast territory by one of the large companies, as a rule the 
price advances announced by the Standard Oil Co. were maintained. 
Section 3. Geneial competitive conditions in the United States. 

The Senate resolution under which this inquiry was made, while it 
required information particularly with respect to the petroleum in- 
dustry in the Pacific coast region, also called for a consideration of 
the general conditions in the United States. Certain aspects of this 
part of the subject were covered in some detail in Part I of this 
report and also in another report recently issued,^ but in this con- 
nection only certain outstanding facts regarding competitive condi- 
tions require consideration. 
Section 4. Control by large companies in the United States. 

Importaxce of large interests. — The bulk of the crude petroleum 
production of the TTnited States is controlled by. a comparatively 
few companies and their subsidiaries. Although there are thousands 
of individual producers, 32 companies produced almost 60 per cent 
of the 1919 output. In that year there were over 370 refining com- 
panies operating in the United States, and 39 companies operated 
almost 80 per cent of the refining capacity and consumed 85 per cent 
of all the crude petroleum refined in the United States ; while about 
25 marketing companies sold the bulk of the petroleum products mar- 
keted in the United States.^ 

Dutch-Shell interests. — The Royal Dutch-Shell interests are the 
most important forei^ factors in the domestic petroleum industry. 
The Shell Co. of California and the Roxana Petroleum Corporation 
are its most imjwrtant companies. In 1919 these two companies pro- 
duced a little over 2^ per cent of the total quantity of crude petro- 
leum produced and refined slightly more than 2 per cent of the quan- 
tity of crude consumed by all refiners in the United States. Up to 
the present time their retail marketing activities have been confined 
to the Pacific coast territory. 

■ Advance In the mpea o( Petroleum Productn, June 1. 1920. „ > , 

■ * - - ! interests, such ub the Standaril 

of companies, as above mentioned, 
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Standard group. — The members of the Standard Oil group are the 
dominating factors in the petroleiun business of every sdfetion of the 
country. Standard companies are relatively weakei' in production 
than in any other branch of the petroleum business, yet in 1919 com- 
panies that are now members of the Standard Oil group controlled 
2^ per cent of the total production of the entire country. Standard 
refineries operating in 1919 consumed almost 44 per cent of the total 
quantity of crude petroleum refined in the United States, and owned 
about &8 per cent of the trunk-pipe lines, while Standard marketing 
companies are the dominating factors in the domestic and export 
trade of the country. 
Section 5. Standard marketm|f territories. 

The areas in which the various members of the Standard Oil group 
sell gasoline and kerosene to retnilers by tank wagon, or at retail to 
consumers, are shown on the map opposite page 130. The map also 
shows the location of petroleum refineries owned or controlled by 
Standard companies. A more complete statement giving the names of 
the cities and towns in which the refineries are located is shown in 
Appendix Table 16. The boundaries of the different Standard com- 
panies follow State lines in most cases, and there have been but slight 
changes since the dissolution in 1911, As a nile, to-day, as before the 
dissolution, only one Standard marlteting company operates in a 
^ven territory, as for example, the Standard Oil Co, {California) in 
the Pacific coast territory, the Continental Oil Co, in the Eockj' 
Mountain region, or the Standard Oil Co. (Nebraska) within the 
State of Nebraska. In recent years, however, two or more Stand- 
ard companies have sold in the same territory: For example, as 
shown on the map, the Magnolia Petroleum Co. has service stations 
in certain partsof New Mexico, which formerly was solely Continental 
Oil Co, territory, and it also sells in Arkansas, which is also a part of 
the territory of the Standard Oil Co. of Louisiana. The Standard Oil 
Co, (California) and the Continental Oil Co. have both sold gasoline 
in certain parts of western Idaho, and the Atlantic Refining Co. has 
extended ife sales into Massachusetts, Rhode Island, and Connecticut, 
which formerly was solely the territory of the Standard Oil Co, of 
New York. On the other hand, through its control of the Humble 
Oil & Refining Co,, the Standard Oil C^. (New Jersey) may be said 
to have extended its marketing territory into the southeastern part 
of Texas and southwestern Louisiana. 
Section 6. Prices set by Standard. 

In most of the Standard marketing areas east of the Rocky Moun- 
tains, as in California, Standard crude petroleum purchasing com- 
panies and Standard marketing companies usually take the lead in 
announcing price changes, while other companies usually follow. 
Occasionally some of the larger independent companies, such as the 
Texas Co. and the Gulf Co., take the initiative. However, officials of 
the above companies stated in May, 1920, that the prices announced by 
the Standard companies are generally regarded as the market price. 
As stated in a former report : - 

Price initiative today aeema to be left generally to the Standard companies 
and competition Is apparently more directed to developing facilities for gettinic 
huRlness than to seeking to obtain it b.v underselling. 

"Advance In the Price ot Petralenm ProductH. p. 63. 
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Section 7. Recent acquisitions by la^ interests. 

RoTAi. BhjTCH-UNioN OiL MERQEB. — The merger of the petroleum 
interests in the United States of the Bojal Dutch-Shell combination of 
The Hague and London and of the Union Oil Co. (Delaware) has been 
announced recently. According to C. H. Schlacks, president of the 
Union, the plan of merger involves the formation of a new 
corporation having 10,000,000 shares of capital stock of no par value. 
In exchange for its properties the Union Oil Co. (Delaware) receives 
2,240,000 shares in the new corporation, while the Anglo-Saxon Prtro- 
leum Co, (Ltd.), a Dutch-Shell subsidiary, secures 5,760,000 shares. 
This gives the Union Oil Co. 28 per cent and the Anglo-Saxon Petro- 
leum Co. 72 per cent.* 

The Eoyal Dutch-Shell subsidiaries in this countiy which are re- 
ported to be covered by the merger include the Shell Co. of California 
and subsidiaries, the Boxana Petroleum Corporation, the Ozark Pipe 
Line Co., and the Matador Oil Co. The Union Oil Co. (Delaware) 
is a holding company. The companies controlled by it which are 
included in the merger are the Western Union Oil Co., the United 
Western Consolidated Oil Co., the Dunlop Oil Co., the Eddistone 
Oil Corporation, the Columbia Oil Producing Co., the Puente Oil 
Co., the Central Petroleum Corporation, the Wolverine Oil Co., the i 
Sagamore Oil & Gas Co., and the Wigwam Oil Co. 

On December 31, 1920, the Union Oil Co. (Delaware) owned a 
little over 26 per cent of the stock of the Union Oil Co, of Cali- 
fornia. Some of the stockholders, particularly California stock- 
holders of the latter company, are attempting toprevent the Eoyal 
Dutch-Shell interests from acquiring control. Under date of Oc- 
tober 17, 1921, a plan for the formation of a Union Oil Co. of Cali- 
fornia Stockholdmg Co. was sent to Union of California stockhold- 
ers. This proposed holding company is to he organized as soon as 
owners of W per cent of thcstock of the Union Oil Co. of California 
agree to the formation of the proposed holding company. Accord- 
ing to the circular letter of October 17, 1921, which was sent to the 
stwrkholders, the object of the attempted formation of the holding 
company is to unite the interests of the smaller stockholders, as 
shown by the following excerpt: 

The purpose and intent in the establishment of tliis Holding Company, is to 
enable a very large number of stockholders to unite their interests bo that the}' 
may act as a unit, • • • 

Toil have doubtless lieen informed of the fact that about 27% of the stock of 
Union Oil Company of California has l>een acquired and is now held In one 
single corporate ownership foreign to California. One Important factor in tlie 
present situation is the fact that no one Itnowa from day to day who may turn 
up as the owner of this large concentrated block of stock. We do not know 
where he or they may live or what tlieir purpose may be. Such a condition is 
intolerable. No management can properly function under such circumstances. 
It is demoraiisilnB to the loyal army of employees as well as to the managing 
officers to he constantly watching the news items for Information and listeninE 
to distarbing rumors. Why shonld we Callfomlans, owners collectively of n 
majority interest, really rnnain In the minority? 

The combined production of the companies whieh would be con- 
trolled by the merger (this does not include the Union Oil Co. of 
California) constituted about 3 per cent of the total production of 
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the United States io 1920. If control of the Union Oil Co. of Cali- 
forniii should be acquired by the new merger, its control of crude 
petroleum production in the United States would be iocreased to 6 
per cent exclusive of that produced under contracts held by the Union 
of California, 

The largest control of crude petroleum production of the Royal 
Dutch-Shell interests is in foreign countries, especially in the Dutch 
East Indies and Mexico. In 1920 these interests produced almost 
10 per cent of the world's total production, and if the production of 
the United States is excluded they produced about 27 per cent of the 
I remainder, 

I AcQDiarnoN or otock op the Pacific Oil Co. — The Standard Oil 
I Co. recently entered the market and purchased, prior to November 
I 25, 1921, somewhat less than 20 per cent of the shares of the Pacific 
I Oil Co., which was organized in December, 1920, to take over the 
estenave oil properties of the Southern Pacific Railway. 

Upon information that the Standard Oil Co. (California) had 
acquired or was acquiring an Interest in the Pacific Oil Co.. inquiry 
was made by the Commission of the Standard as to the truth oi the 
report, to which inquiry K. R. Kingsbury, president of that com- 
pany, replied in part as follows: 

A material part of the production from the lands owned by Pacific OH Com- 
panf has for uiany years been delivered to oor company iinder contract for 
use in our reflneries. With the knowledge that the control of Pacific Oil 
Company was sought by foreign interests, wMcii if effected would have un- 
doubtedly resulted in the loss of this oil to us, we deemed it Important to 
farther the maintenance of an American ownership of this company. We also 
iniw that these same foreign interests, which operate in California, were also 
negotiating for an interest In an Important California oil company with which 
Ihty are in competition. These negotiations have since been consummated. 

In view of this situation, the Standard Oil Company (California) entered 
upon the acquisition of a minority interest of Pacific Oil Company stock and 
now owns lees than twenty per cent of that stocS. No purchases of the stock 
have been made by us for some months past 

Mr. Kingsbury's sfcatemwit that " control of the Pacific Oil Co, 
Was sought by foreign interests " referred to the Royal Dutch-Shell 
^up. 

Inquiry was made of the Royal Dutch-Shell group by the Com- 
mission whether it had acquired or was acquiring any interest in the 
Pacific Oil Co., to which Gen, Avery D. Andrews, representative of 
the Royal Dutch-Shell group, replied as follows : 

Replying to your telegram November twenty-first received twenty-second I 
am now authorized to state that the Dntch-Shell interests by which I mean 
Royal Dutch Petroleum Company of Holland and Shell Transport and Trading 
Company-of London and their subsidiary companies do not own and are not 
now acquiring Pacific Oil Company stock. 

The acquisition by the Standard of an, interest of less than 20 per 
cent in the Pacific Oil Co. is significant with respect to the control of 
the Pacific coast petroleum industry and competitive conditions 
therein. The production of crude petroleum from the properties now 
owned by the Pacific Oil Co. was 9,474,270 barrels in 1919, or 9.3 
per cent of the total production of California, The Pacific Oil Co. 
owns, also, slightly more than 60 per cent of the Associated Oil Co. 
This latter company ranks third in importance in the refining and 
marketing buaness of the Pacific coast. The cc«iibined production 
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of the Associated-Pacific Oil Co. interests in 1919 was 18,444,000 
barrels of crude petroleum, or 18.2 per cent of that of Caiifomia. 
During the same year, 1919, tiie Standard Oil Co. produced 25,484,984 
barrels, or about 25.2 per cent of the t<rtal. Hence in 1919 these 
interests combined produced over .43 per cent of the total crude 
petroleum output of Califoriiia. 

Mr. Kingsbury recently predicted that the production of the 
Standard Oil Co. (Caiifomia) in 1921 would be 41,000,000 barrels.'' 
The combined production of the Standardj Pacific, and Associated 
companies, it is estimated by the Commission, would be almost 
60,000,000 barrels in 1921, or more than .^0 per cent of the entire 
crude petroleum of California. 

Other recent Standard ACQuismo&fs. — Ehiring the last three 
yeare certain members of the Standard group have revived their 
former policy of expansion through the acquisition of independent 
petroleum interests. The more important recent acquiations include 
the Humble Oil & Refining Co., the Midwest Refining Co., the acqui- 
sition of a half interest in the Sindair Pipe Line Co., and the forma- 
tion of the Sinclair Crude Oil Purchasing Co. This latter company 
is owned jointly by ther Standard Oil Co. (Indiana) and the Sindair 
Consolidated Oil Corporation. The Humble Oil & Refining Co. 
was acquired by the Standard Oil Co. (New Jersey), while ttie 
Standara Oil Co. (Indiana) acquired the other interests. 

The acquisition of the Humble Oil & Refining Co. gave the Stand- 
ard Oil Co. (New Jersey) important producing, pipe line, and refinery 
properties in Texas. The recent purchase of the Midwest Refininj:; 
Co. by the Standard Oil Co. (Indiana), through the exchange of ■ 
Standard for Midwest stock, has given the Standard interests almost 
complete control of production, pipe-line transportation, and re- 
fining properties in the State of Wyoming. The Standard Oil Co. 
(Indiana) acquired approximately 33 per cent of the stock of the 
Midwest Refining Co. during 1920, while by June, 1921, the Standard 
had acquired 85 per cent of the Midwest stock. In 1919 the Midwest 
Refining Co. and aUied interests and Standard companies controlled 
almost 94 per cent of the crude petroleum production of Wyominfi, 
they operated 99 per cent of the trunk pipe lines, transported over 97 
per cent of the crude petroleum marketed, and consumed almost 94 
per cent of all the Wyoming crude petroleum refined.* 

Durinjg 1921 the Standard Oil Co. (Indiana) purchased a one-half 
interest in the Sinclair Pipe Line Co. The pipelines of this company 
extend from the oil fields of northern Texas and of Oklahoma to the 
vicinity of Chicago. As already stated, a crude petroleum purchas- 
ing company, called the Sinclair Crude Oil Purchasing Co., has been 
organized and is to be owned jointly by the Standard Oil Co. (Id- 
diana) and the Sinclair Consolidated Oil Corporation, The oi^am- 
zation of this crude purchasing company and the acqiiisition of a 
half interest in the pipe-line company will enable the Standard Oil 
Co. (Indiana) to purchase crude directly frcon the producer in the 
Mid-Continent field. 
Section 8. "Basis of Standard control. 

In the rest of the United States, as in the Pacific coast re^on, 
the Standard group of companies exercises a dominating influence 

•Wflll street Joornai. Nor. 22, 1921. 

" See Report of the Federsl Trade Commission on the Petroleum InduBtrj' of Wromlng- 
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in the petroleum industry, not merely by reason of the ma^ltude 
of the various units with respect to production and capital invest- 
ment, but also because of their solidarity, arising apparently from 
an interlocking stock ownership resting largely in the hands of a 
comparatively few great capitalists; and, ftrthermore, because of 
the great financial resources and credit of this group. As lone as 
they follow the general trend of fundamental market conditions uiey 
are practically in a position to make the market price, and thus to 
obtain ail the financial advantages which accrue to those having 
advance knowledge of price changes in trade and the capital profit- 
ably to exploit that knowledge. 
80771°— 22 10 
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APPENDIX. 



ANSWER OF UNION OIL CO. OF CALIFORNIA. 



W. L. Stewabt, PreMdent. 

Septbmbeb 27, 1921. 



Attetttitm Mr. Xelion B. OaikiU, Acting Chairman. 

Dear Sirs ; This Is to acknowledge receipt of your favor of August 26tli, 
1921, with enclosure of a memorandum which you claim to be a summary 
uf principal facts regarding the conditions of competition and evidence of 

price collusion between representatives of this Company and of other com- 
panies within tlie marketing territory of this Company. 

You stale that these facts are shown by certain indicated letters secured 
from the tiles of this Company. It should he noted that the letters indicated 
by yuu were written principally In the years 1915 and 1916 and none later 
ilian February, 1617, and they deal with certain situations as then existing 
lit one place in the State of Arizona and at a few points in the State of 
('aUfornia. 

It is a known fact that for many years past the wholesale open market 
prices of gasoline and distillate on the Pacific Coast have t>een regulated by 
the piices Used by Standard Oil Company, and that the other marketing con- 
<«ms in that territory have fixed their sales prices so as to correspond with 
ttie prices established by that company. This is tlie natural and unavol^ble 
situation resulting from the fact that a large percentage of the oil refining 
and marketing business has be^n In the hands of that corporation, and has 
not been brought about by any agreement between the marketing companlea 
tor the fixing of prices. 

The wholesale prices of gasoline and distillate at various points on the 
PaclHc Coast have l>een and are established with reference to the prevailing 
prices at Ix« Angeles and San Francisco, and any change In prices at tiase 
paints is followed by a corresponding change in prices at aU other xwints. 

Some of the letters cited by you refer to a situation In the Kingman Dis- 
trict in Arizona caused b^ the increase in prices at base points. When the 
increase was made Union Oil Company of California made corresponding 
thanges in Its prices In the Kltigman District in Arizona. Standard Oil Com- 
pany failed to make an immediate adjustment of prices in that district. The 
rcanlt of this was that Union Oil Company was charging more for gasoline 
and distillate in the Kingman District than the prices quoted by tiie Standard 
Oil Company. This would, of course, result in a loss of business to the 
Union, and its employees were seeking to ascertain if the Standanl intended 
to increase its prices in accordance with the increases theretofore made by 4t 
ai base points, or if the Union would be compelled to return to the schedule 
toraierly in effect in order to retain its customers and remain in the field of 
■wnpetitlon. 

135 
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We submit that In view of these facts the letters In question do uot show 
an attempted «)llu^on in the fixing of prices. 

The other letters written to and from the same (Klngm&n) district in 
Arizona at most show an attempt to arrive at an understanding among mar- 
keters in that district that established prices and price differentials would 
be adhered to. Tlie obvious purpose of this was to prevent the adoption of 
unfair competitive methods. 

The remaining letters cited by yon refer to alluatlons In the State of Cali- 
fornia embracing transactions which were purely local In character and 
Involved no question of interstate commerce. These letters do not deal with 
price flxing, but instead with trade differentials, — haste prices being estah- 
Usbed as hereinbefore explained. 

It has been and Is the custom among marketers to allow differentials to 
certain classes of purchasers, such as garages, service stations, tractor owners. 
public service corporations, municipalities, etc.,— these differentials being In 
the form of stated deductions from existing market prices. 

The adoption and recognition of uniform differentials and classifications of 
purchasers to whom the same should be allowe<t ; and territorial zones within 
which a given price based upon distances of hanlage ^ould prevaU, has a 
tendency to prevent the demoralization of market conditions. 

The history of the oil industry throughout the L'nlted States shows that the 
adopUon of unfair trade practices among the marketers, such as the allowance 
of special terms, secret differentials, free use of equipment, etc. to customers for 
the purpose of obtaining business brings about cut-throat competition resulting 
in no ultimate benefit to the consumer, but, on the contrary, in loss to the 
marketer, frequently driving those who are unable to survive such methods 
entirely from the field of competition. 

While there is no Intention on the part of the management of this Company 
to deny responsibility for the acts of Its representatives. It may be proper to 
State that the different transactions referred to In the letters were nnknown to 
the management until brought to Its atte''tIon by your Investigation, and that 
there are no existing agreements between this and other comi>anles for the 
fixing of basic prices, differentials, classifications or marketing conditions In 
the oil Industry. 

Should you desire any additional statement or explanation with respect to 
the matters referred to In your communication to us we will endeavor to 
furnish the same. 

Respectfully submitted. 

(signe<l) W. I.. Stewabt, FreHdent. 



ANSWER OF STANDARD OIL CO. (CALIFORNIA), 

STATBHENT OP GENERAL SALES POLICY. 
SxANnASD Oil Company 

K. R. KiNQSBUBT, 

President. 
Federal Trade Couuission, 
WasMngton, D. C. 

Attention Hon. Neiton B. Gc-tkiJl. 

Genixembh : We submit herewith r^ly to each question in your letter of 
August 26, 1921 : 

We believe the Gommisaion will appreciate the diSlculty of explaining Iso- 
lated transactions occurring in some instances many years ago and which are 
selected from the millions of transactions of the company, as well as tlie 
dUDcnlty of producing records many years old to support the company's replies. 
The time requlreil to search the records has occasioned some delay in this re- 
sponse. 

As the letters and other documents attached in reply to the Commission's 
query will show conclusively, the company's prices and trade claasificatloiis 
were at all times under the control of the General Office. Price reconimeuda- 
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lions made by mgents required the autliority and approval of this office. No 
alJe}^ BrranKemeatB or UBderstandlngs, If any, wblcb took place between agents 
of IlilK couipuny and any competitor could have had any binding effect unleee 
made or approved by the Home Office. The Honre Office records clearly refute 
the existence there of knowledge of any such occurrence. 

Under the Non-DlBcrl minatory Lawa of the State of California, effective In 
1913, the company cannot sell its products except at one price, that is, a base 
price plus freight, except that prices may be lowered to meet competition, Aa 
a consequence in the operation of the company's three refineries located at 
Richmond. Kl Segundo and Bakersfleld, California, the prices at which the 
company sella the products from these refineries, are the base refinery prices 
plus freight to railroad point of delivery. Not only does this apply to Cali- 
fomifl, but the company foilowa this procedure throughout the Pacific Coast 
SlateH in which It distributes the products from Its refineries. 

The prices at which the Company offers its products are a matter of public 
iinowledge and these prices are made solely by the Board of Directors and are 
at all times based upon economic conditions. 

If the accompanying report doet^ not clear up entirely the questions asked 
by the Commission, we will be glad to furnish any further information for 
which the Commission may call. 
Respectfully yours, 

(signed) K. R. KmcsBimT. 



RELATIONB WITH OAKLAND AUT0110BIL£ ASSOCIATION. 

Question 1. Durinp; Septemb^, 1914, letters secured from the Standard Oil 
Company's files show that an invitation was received from the Automobile 
Industries Association of Oakland, California, to send a representative to a 
meeting (and a representative attended) at which "we hope to be able to 
lievise some plan In which a staple differential of price can be maintained." 
( See Automobile Association letter .September 22, 1914, and letter from P. A. 
WllUamBon to H. T. Harper, September 25, 1914.) 

Answer. Pursuant to the invitation of the Automobile Industries Association 
(Exhibit 1-1), the Oakland Agent of the Company attended a meeting on 
September 24, 1914. The report of his attendance to Mr, Harper, the then 
Manager of the Sales Department, Indicates that Mr. Williamson rath» heei- 
talsd attending the meeting " by reason of our past " — meaning, obviously, 
by reason of oor past policy. (Exhibit 1-2). 

Mr. Williamson's report to Mr. Harper recites that he stated that the 
Company was represented merely In the capacity of a wholesaler — that It had 
nothing to say as to. what the retail price should be. He refers to the fact that 
mme doubt' was expressed concerning the Standard OH Company having a 
direct tnteiest in the National Supply Company, tn point of fact, the National 
Supply Company had not t>een taken over at the date of Mr. Williamson's 
attendance on this meeting, and there was no way for him to know that the 
negotiations for the purchase of the National Supply stations had reached the 
poini where they would shortly be consummated. Mr. Williamson reports that 
he emphasized that the Company was not retailing gasoline (meaning by that 
that the Company maintained no retail price as distinguished from Its wholesale 
price), and for that reason he did not see what the Company !iad to do with re- 
tall prices. He distinctly withheld expressing himself as to the profit that 
should be had. He explained that what led him to go " was the intimation that 
(here might possibly be a landslide by the Association from ourselves." 

There can tie no question that Mr. Williamson acted with propriety in attend- 
inj; this meeting, and that the Standard Oil Company could not well decline 
an invitation extended by those who represented many of Its customers. To 
refuse to attend would have been an act of gross dlacoartesy. The Company's 
agent did the only thing feasible under the circumstances, that is. attended the 
meeting bat took no part In the discussion of prices — being in fact himself not 
aware at the time that his Company would shortly be Interested In retail prices. 

There was a second meeting of the Automobile Industries Association, the 
Invitation to attend which was sent to the Standard Oil Company on Oct<A)er 
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8, 1914. (Exhibit 1-3). The Invlladon was referred to the Company's agent 
at Oakland with the suggestion that the matter of attending the meeting was 
left to his own judgment. (Exhibit 1-4.) He did not attend the meeting. 

[Exhibits 1-1 to 1-4 attached.] 



AUTOifOBILB iNPUaTIIIEB ASSOCIATIOH. 

1540 Broadwaj', Oaktaud, Cal, 



Attention of Sale* Mgr. 

Dear Sib: Since the Installation of the gasoline service stations within the 
Bay District, there has been much cutting In the price of gasoline and as our 
aesociatlon repreBenta about sixty-flve dealers who sell gasoline, we believe It 
only fair and Just that the; should be entitled to a legitimate profit on each sale 
of such product. 

Therefore, the Association lilndly invites your firm to send an authorized 
representative to our meeting, which will be held next Thursday evening, 
Sept. 24th, at the Commercial Club rooms, top floor of the Hotel Oakland, of this 
city.' At that time we hope to be able to devise some plan In which a staple 
differential of price can be maintained. 

We cannot Impress u|)on you too strongly the Importance of this meeting and 
ask that you make a special effort to be present. No dinner will be served and 
the meeting will be called to order at S P. M. sharp. 

Asking for your co-operation In ttils matter ,we are 
Tours very truly. - 

AOTOMOBII^ IpJDUSTHIES ASSOCIATION 

Per (SOD) Herbert S, Smith 

[Exhibit l-l] 



Gaki^hd, Cal., Sept. 2J, 1914. 

Standard OH Company, Oarage Association. 

Ban FrancMco, Calif. 

Deab Sib: Last evening. In the Commercial Club rooms In the Hotel Oakland, 
the second meeting in the organizing of a garage association took place, the 
several representatives of the different companies. In a wholesale way, being 
requested to be present. 

This invitation was received by the undersigned at the last moment. I rather 
hesitated attending a meeting of this character by reason of our past, but con- 
cluded, from something I heard from a friend on the street, that It was really 
advisable that I be there simply as a specator; hence I attended. I asked also 
to have our Mr. Monro there. 

The several representatives of the other companies were there. From the 
Union, Mr. Dutton and Local Manager Wallflsch ; from the Pinal Dome, Mr. 
Stevens: from the Pacific States, cannot recall his name now; from the Shell, 
Mr. Sinclaire. The Associated were not present. 

The association numbers 99 firms at this time and seems to have made con- 
siderable progress since their original date of organization. Tires and the 
Oasoline situation were their problems. I stated simply that we were there In 
the capacity of wholesalers; that we really had nothing to say as to what the 
retail prices should be, but some doubt was expressed concerning our havinp 
any direct interest in the National Supply Company; and I stated that that 
matter had been made plain twice by written statements from the President of 
our Company — we did not know how we could make It any stronger. 

I further emphasized that we were not retailing Gasoline and that for this 
reason we did not see where we had anything to do with the retail price. 
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Anftttempt was made to bring out wbat was thonglit to be a reasonable margUi 
tor tbe handtliiK of Gasoline, the conclufdon being tbat It would be well for 
several garages to tab the actual time taken from the delivery, cost of the man's 
time, leakage loss, the added cost of insurance because of the Gasoline bazard 
or risk', etc, ■One of the representatives, Mr. Dntton, rather emphaalaed that 
they should have five centa per gallon profit, for which he received some applansR 

1 distinctly withheld from expressing myself as to the profit that might be 
had but believe that It may be finally concluded tbat U^ atwve what is referred 
to as market list may be made a correct price. This may be slightly deducted 
from for firms that are lai^ commercial users. It is somewhat on the basis of 
tire scfaednles. 

What led me to go was the Intimation that there might possibly be a landslide 
by the Aaaoclation from ourselves and it appeared from the general trend of 
the meeting last night it was best for us to be represented. 
Tours truly, 

F. A. WILUAMSON 

PAW : EBE 

P. S. Without my raising the question, the Internal Revenue Tai of 2< per 
gallcoi was discussed and turned down by the Association, with the thought that 
the tax iB deemed advisable, " Consumers will have to pay it and we cannot 
help it' 

F. A. W. 

[Exhibit 1-2] 

AtrrouoBiLB Industbibs Association 

1540 Broadway Oakland Cal 

Oct. 3, 1914 

Stahdabb On, Co. 

20e Bush St., San Franeigco, Cal. 

Attention of Bates Manager 

Deab Si»: Ton are kindly Invited to attend our meeting next Thursday even- 
ing. October 8th in the Commercial Clnb Rooms, top floor of the Hotel Oakland, 
of this city. 

At this time the gasoline question will be farther discussed and some definite 
action will be taken. 

Retail gasoline dealers from Richmond, Berkeley, Alameda, San Leandro, 
Hayward and Oakland will be In attendance and we cannot ui^ too strongly 
the Importance of having your firm represented. 

No dinner will be served and the meeting will be called to order at 8 P. M. 

Soliciting your co-operation in this matter, we are 
Tours very truly, 

AVTOMOBILB INDUSTBIEQ ASSOCIATION 

(Signed) per He»bbbt S. SurrH 

[Exhibit 1-8] 

R444 
San Fbancisco, Cau, Oct. 5. 19 U 
Subject: Meeting of Oarage Association 
Mr. F. A. WiLUAMSOB, 

OaJeland, Caiif. 
Deab Sib: Referring to your letter of S^t. 25th r^arding the meeting of 
the Garage Association held in the Commercial Club Rooms at the Hotel 
Oakland: 

We are enclosing you notice of a second meeting, which we have just received 
from this Association. We wUl leave the matter of your attending this meeting 
to yonr Judgmwit. 
Tours truly, 

HTP : P 
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KINGMAN (AKIZ.) CASE. 

Question 2. During October, November and December, 1915, J- H, Ealsley, 
then District Sales Manager, and E. T. Ferguson and Mr. Harlan of the 
Standard bad numerous conferences with representatives and agents of a 
competitor regarding tlie maintenance of uniform prices forgasollne, kerosene 
and engine distillate at Kingman, Arizona, Documents on file with tHe Ctom- 
mission state tliat tlie above named agents ot jour company promised "to 
line up with " your competitor " on prices." What were your prices at Kingman. 
Arizona, (or gasoline, kerosene and engine distillate from Jnne to December, 
1915, with date of price changes? 

Answer: There is absolutely no fonndaUon for the auggestioh that the 
Standard Oil Company's prices at Kingman, Arizona, iluting October, November 
and December, 1915, or at any time, were the result of conferences with repre- 
sentatives and agents of a competitor, or that this Company at any time agreed 
to "line up with" a competitor on prices. The written record fully refutes 
these intimations. 

The prices for gasoline, kerosene and engine distillate at Kingman, Arizona, 
during the period referred to,. and the El Segundo Befinery base prices dnring 
the same period were as follows : 
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The above tabulation shows that with two exceptions the changes In Kieg- 
man prices followed absolutely changes in the El Segundo base price. The two 
exceptions are (a) the reductTon of Ic effective at Kingman July 1, 1815, and 
(b) the increase of Ic on engine distillate at Kingman on November 27, 1915. 

(a) The reduction of Ic on all products effective July 1, 1915, at Kingman, 
was made to meet competitive conditions. In a report made by Mr. Balslc?. 
District Sales Manager of Arizona, to Mr. Harper, under date of June 17, 1915 
(Exhibit 2-1) and a subsequent report dated June 26, 1915 (Exhibit 2-2), Bal- 
sley complains of the Union Oil Company's cut in price and " their reported 
boast to the interests at Kingman that they are going to do bnsiness If they are 
compelled to do it at a loss." Mr. Balsley complains that "our dealers are 
selling their products at their cost price in order to meet the Union competition." 
Mr. Balsley requested authority to lower the list price IJc per gallon on gasoline 
or to establish a list, that is, retail price, and go after the business direct. Tbe 
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bead office at San E^nclaco did iiot fully accord wltb Mr. BalBlejs recommenda- 
UoD as to a reduction in price, but authorized a price reduction at Kingman on 
all products of Ic a gallon in order to meet the competitive pricea reported by 
tiim. Tbis reduction, eflCective July 1, 1915, was authorized by the Home Office 
on June 30, 1915 (Exhibit 2-3), directly In response to Mr. Bulsley's report of 
June 17, 1915, and June 26, 1915, that competitors were hauling and delivering 
in the outlying districts of Kingman at a nominal flgure and was made to enable 
dealers who were handling Standard Oil products to meet the competitive eon- 
ilitiona. This is quite apparent from Mr. Balsley'a letters of June IT, 1915, and 
June 28, 1915. (Exhibits 2-1 and 2-2). 

. It is respectfully suggested that the reduction of Ic of July 1, 1915, at 
Kingman, Arizona, which was authorized at the Home Office for the reasons 
set forth in Mr. Balsley'a letter, does not show that the agents of the Company 
promised to "line up" with the Company's "competitor" on prices, or that if 
any such promise was made, any attention was paid to it, or that it was car- 
ried out In any respect by the Company. It la assumed that a decrease of Ic to 
meet the competitive condition described by Mr. Balsley is not what the 
Federal Trade Commission had in mind In referring to " a line up on prices." 
But this decrease made for the purpose mentioned, was the only price change at 
Kingman, Arizona, which did not follow changes in El Segundo Refinery base 
prices, except the instance next described, which was effective for only two days. 

(b) On November 26, 1915, District Sales Managers, including Mr. Balsley, 
were instructed by the San ETancisco Home Oflace ta advance the price on gaso- 
Une and naphtha Ic (Eshibit 2-i). On November 29, 1915. the Home Office was 
advised that through an error in translation of the code telegram, the price on 
engine distillate had also been advanced by the Arizona District Sales Manager 
and that this advance had remained in effect for one day <mly, the error being 
corrected immediately. The Home Office noted the error and approved the 
correction. (Letter December 2, 1915, Exhibit 2-6.) 

Thus it appears that there was no price change at Kingman, Arizona, during 
the period mentioned which did not follow changes in the El S^nmdo base price, 
except the single instance of a reduction of Ic effective July 1, 1915, to meet the 
competitive hauling conditions at that point. 

[Exhibits 2-1 to 2-6 attached.] 

Phoenix, Ariz., JUTte 17, 191S. 



Mr. H. T. Habpkb, 

Standard Oil Bldg., 
San Frandgco, Oal. 

Dgab Sib : We have enjoyed a la^e x>ercentage of the available business at 
Kingman since opening our station thru the co-operation of Terr & McComb 
I^vin & Withers and the United States Stores C!o. 

When the Unon Oil Co. opened their Station last Fall, the Arizona Stores Co. 
diverted their business to the Union. 

This gave us about 75% of the business, the balance going to the U. O. Co. 

Thru some misunderstanding with the U. O. Co. the Ariz. Stores Co. severed 
their business relations with the Union recently, giving us the business. This 
placed the Union In such a position that they necessarily had to go after the 
consuming trade. 

They have placed In operation at Kingman this past week a 3i ton combina- 
tion tank wagon and package truck. They are going to sell to the Mines and 
to the consuming trade direct, and are, also, in a position to deliver. Un- 
doubtedly they will deliver at about actual cost, which will further decrease the 
cost of oils to the consumer In the outlying districts, as Tarr & McComb and 
Iflvin & Withers have charged a rather excessive rate for hauling. 

I am giving you all of this information so that when I write again, you will 
be armed wltb tlie facts. 

It would seem policy for us at the present moment to sit tight and await de- 
velopments, as we have all of the large interests on our side, — and still In the 
writer's opinion it would indicate that it is only a question of time before the 



_.OOglt 



142 PACIFIC COAST PETROLEUM INDUSTRY. 

Union will secure the largest percentage of the business thru the fact that Otey 
frill sell direct at the list price and do the haaling at a nominal figure. 

At this date some of onr larger Interests there hove asked for a better dif- 
ferential, 80 that they wonld be able to meet the t^nlon's competition. The list 
prices at Kingman will hardly stand for another Increase as It would put King- 
man open to competition from Los Angeles by doing so. 

I will keep in close touch with thig situation and make my recommendations 
after sifting the matter down a little farther. 

The truck which was placed in operation Is a combination 3J ton Velle with 
a 800 gallon tank arranged so that it can be.taken from the bed and the Trucit 
used for case and barrel deliveries. 
Tours very truly, 

JBB-fi J. E, BALfiunr, 

Dtttrtct Salet Manager. 

[EzHmrr 2-1] 



PHOENtx, Abiz., June 16. 1915. 
Subject: 
Conditions at Kingman. 

Mr. H. T. Habfeb, 

8ta»i4ard OU BUg., 

San Frtuieitoo, Caltfonki. 

Deis 8ib: RefeTrintr again to coaditlone at Kingman: 

The -writer has Ju«t returned from that field, and finda a rather perplexing 
Situation there. 

ft is apparent that the Union Oil Oo. have lowered the list price at Kingman 
1}# per gal. The present price condition cannot he construed any other way, 
as they are selling to every small consumer, meniiandise house, and Mining 
Company at our Dealer's price, whiph is li< off list on Iron barrels and cases. 

On top of this cut In price they are making deliveries to the mines, etc., at 
about one half of the cost per ton of which, Lovin & Withers. Tarr & McComb 
and the Arizona Stores charge. This gives the small owner the benefit of our pres- 
«int dealers' price at Kingman, besides allowing tbem to enjoy a freight haul 
which figures about 2t jkt gallon less thau what they have formerly paid. 

The country tributary to Kingman is not suitable for a truck, altho the oper- 
ating companies at Kingman use short coupled wagons with as high as ten to 
sixteen mules to drag the loads over the mountains. The Dnlon have been 
«xperienclng a large amount of dilUcnlty in making the trips; In fact. Uie truck 
has refused to go over certain mountains, and they have had to pay exorbitant 
freight charges to the freighting companies to pick them up on the road and, 
deliver the goods to the consumers. 1 feel confident in saying that to any 
well organized company their present business policy would not allow them 
to keep It up very long, provided they want to do business at a profit. They 
have made the boast to tiie interests at Kingman that tbey are going to do 
business if they are compelled to do It at a loss, and this Is apparently what 
they are doing. Our dealers are selling our products at their cost price in order 
to meet the Union competition. This, of course, they will not be able to keep 
up for any length of time. Tarr & McComb, Ijovin & Withers and the ArlEona 
Stores Co, all voiced their opinion that they wanted to still handle the businees 
and buy our products, but asked for a differential under their present price so 
as to enable thera to do business and make a small profit. 

There seems to be but two avenues open to us at Kingman : One Is to lower 
our list price IJ^ per gal,, giving the dealers their present differentials off list. 
This would enable the dealer to obtain a small profit, and I believe we would 
continue to secure a large portion of the business even though the freighting 
charge of these companies Is higher than the Union's. 

I doubt Jf the Union will pursue their present freighting policy very long, 
unless they desire to lose money. 

The other avenue would be to establish a list price and go after the bustnees 
direct. This would be very costly way of dolnji business, as it would necessitate 
placing a salesman in the field to stay at Kingman pwmanently. We would 
liave to buy him an automobile'. We would be compelled In a certain measure to 
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extend credit to small mines that take all tbe way from six to nine months to 
pay their bills. We would either have to porchaBe an auto trucli to muke deliv- 
eries, or woQld be compelled In a measure to meet the Union's laid down prices 
by employing freigbtlng outfits. 

I would like to secure for you concrete evidence of this price whlcli the Union 
is making, and I believe I will be able to forward you some of their invoices in 
the near future. There Is no question but what the price is correct, as we veri- 
fied it In many ways. 

It would seem that it is imperative for us to arrange price conditions at King- 
man so as to give the dealers their profit at once, or change our selling policy 
completely and go after the trade direct 

I would be pleased to have your version of what y<iu believe should be done, 
after reading the information which I have given you. 
Yours very truly. 

District Sales M&nager 



San Fbancibco, Cal,, June SO, 1915. 



Mr. J. E. Balslct, 
Phoenix, Ariz. 
Di:ak Sir: We have carefully gone into the matter relative to conditions at 
Kingman, as mentioned in your letter of June 28th, but cannot fully concur 
with you In your recommendations as to the reduction in price. 

Will suggest that Immediately upon receipt of this letter, you reduce yonr 
prices at Kingman on Refined Oil, Red Crown Gasoline and Engine Distillate, 
both bulk and cases, 1( per gallon and after complying with the above kindly 
advise this office the prices that will be In effect at Kingman. 

It Is our Impression that this reduction in price should meet the com- 
petitive conditions that exist, and at the same time allow a sufficient margin 
(or the jobbers in that vicinity to handle our products. 

Kindly keep careful watch of the situation and advise us fully of any 
changes. 

Yours truly' 

V. 
HTP :P 

[Exhibit 2-3] 



Sar Francisco, Sov. 26, 1915. 



Deab Sib ; We have just wired you requesting you to put Into effect an 
advance of 1( per gallon in your prices on all deliveries of Red Crown Gasoline 
and VM&P Naphtha at all points, commencing to-morrow Nov. 2Ttb, as per 
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confirmation berewith enclosed. This It will be noticed affects Hed Crown 
OasoUne and VM&P Naphtha only. 

Please acknowledge receipt, advlalng prices In effect after complying with 
the above. 

Yonrs trnly, 

aCM:B 



Phoenix, Abiz., Nov. 2!)th, 1915. 
Advance in Prices. 

Mr. H. T. Habpeb, 
Standard Oil Co- 
Ban Frandaco, Cal. 
Dear Sib: Referring to your tel^ram of the 26th Inst, instructing us to 
Increase the price of Red Crown Gasoline and VM&P Naphtha l< all deliveries. 
In some unaccountable manner this message was translated as Red Crown 
Gasoline and Engine Distillate. Your telegram of the 27tli advising us of our 
error, was received too late to make correction that day. and to avoid the 
g^ieral confusion of corrected invoices and refunds on cash sales, we jier- 
mitted an advance of If per gallon on Engine Distillate to remain In effect 
for November 27tU only, reducing same to original price, effective Monday the 
29th. Would ask, therefore, that this information be given to proper parties 
80 that they may have Information for che<4<ing our prices on Engine Distillate 
November 27th. 

Youra truly, 

J. E. Balslf.t 
TGT:FM 

[ExHiBrr 2-51 

Sirr rBANcisco, Dec. 2. 1915. 



Mr. J. B. Balsley, 
Phoenix, Arizona,. 

Deab Sib:— We have your letter of the 20th nit. and note that you advanced 
your market prices on Engine Distillate at all points in your Held 1^ per gal- 
lon on Nov. 27th due to mistranslation of telegram; the advance, however, 
remaining In effect only one day. 

It is hardly necessary for us to suggest that translations of cwle telegrams, 
especially those relating to changes in market prices should be carefully 
checked, and we assume that you will take steps to insure this being done in 
the future. 

Yours truly, 

GCM rB 

lEsRiBiT 2-6] 



CLA8SIFICATI0X OP CUSTOHEBS. 

Question 3. From December 10 to 13, 1915, instructions were sent to agents 
of the Standard Oil Co. and agents of its principal competitor containing sub- 
stantially the same classification of customers and the same differentials to be 
allowed each class oft the retail price of gasoline and engine distillate. Aoil 
letters ot your competitor state that each company mutually promised the other 
to apply uniform differentials to favored classes of customers. During Deceni- 
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l>er, J915, and Jannary-Maf, 1916. the agents of the Standard Oil Co. and its 
girlDclpa) competitor frequently confixed wltb each otiier and agreed npoa tlie 

daasificBtion of certain large dmeumers. 

AuBwer. The Instructions sent to Agents of Standard Oil Gorapanj December 
10th and December 13, 191S, classifying the trade aod differentails to be allowed 
each class of trade, merely summarized, for purposes of classiflcatlon, rulings 
that bad been made months before. 

On July 12, 1913 (Exhibit 3-1) the San Francisco Office directed all agents 
to apply certain differentials to garages, large stock companies and large manu- 
facturing concerns, on Red Crown Oasoline and Engine Distillate. On Sep- 
tember 8, 1914 (Exhibit S-2) all District Sales Managers were advised from 
!he General Ofllce to allow a differential of 2< on Red Crown Gasoline to 
garages and service stations and a differential of one cent off the list price to 
iiuto truck concerns and others who are using machines tor business purposes. 

On Seiitember 11, 1914. Mr, Qulnn the Lkw Angeles Agent (Exhibits 3-3) 
advised his salesmen in a circular letter, of the differentials that had be^i 
authorized by the San Francisco Office. On February 4, 1915 (Exhibit 3-^) 
circular letter from tlie San Francisco Office to ail agents, withdrew authority 
previously granted, to quote 2< per gallon off list price on Red Crown Gasoline 
to State EWpartments, Couutles. Municipalities and United States Government 
and gave authority to quote one cent per gallon off to classes of trade enu- 
merated. On October 11, 1915. the (general Office (Exhibit 3-5) instructed 
the Agents at Los Angeles, San Diego and Phoenix to change the differential 
'in distillate from one cent to one-half c«it on certain classes of trade. 

On December 10, 1915 (Exhibit 3-6) Mr. Qninn the Los Angeles Agent ad- 
vised that the differential of one cent per gallon off list price of gasoline should 
lie applied to fish canneries, as well as one-half cent per gallon oft list price of 
illstlllate. These people were obviously in the same class as those using motor 
truclJS and automobiles in their business as to gasoline and were resellers as to 
distillate as they supplied the Ashing boats. 

On Decwnber 13, 1915 (Exhibit 3-7), Mr. Qulnn asked for authority to allow 
one half cent off on engine distillate to garages and fllilng stations for the 
reason that this class of trade was receiving similar discounts from other 
companies. 

On December 13, 1915, (Exhibit 3-8) Mr. Qulnn directed a circular letter 
to all of his agents classifying the trade entitled to discounts on gasoline 
and engine distillate. This classlhcation^was merely a summary of claastfl- 
catlon that had originated months before and with additions of authority 
sranted by the General Office between September, 1914, and September, 1915. 
is substantially the same classlflcation that Mr. Qulnn furnished to his sales- 
iiieo in 1914. Letter of December 16, 1915, from the General Office to Mr. 
Qulnn (Exhibit 3-8) is also attached approving Mr. Quinn's request of De- 
cember 13. 1915, that eigine distillate be offered the garages and service 
stations at one lialf cent per gallon off list price to meet competitive con- 
ditions. 

Mr. Quinn's letter of December 13, 1915 (Exhibit 8-8) classifying his 
trade as to price differentials, first refers to garages and filling stations 
and including all resellers such as motorcycle agencies, repair shops, etc., 
equipped with self-measuring pump or sidewalk buggy so as to serve gasoline, 
is merely an elaboration of the Instructions Issued hy Mr. Qulnn on September 
11, 1914 (Exhibit 3-3) to all salesmen. In his letter of September 11, 1014 
(Exhibit 3-S) referring to service stations, he says he means those people 
who are catering to automobile trade on Red Crown Gasoline and Lubricat- 
ing Oil and In doing so have equipped themselves with self-measuring pump, 
sidewalk pump or gasoline buggy. Hardware stores, grocery stores and gen- 
eral merchandise stores entitleil to one cent off when without self-measuriUK 
ipump as shown In the letter of December 13, 1615 (Exhibit S-8) varies but 
little from Mr. Quinu's Instructions of September 11. 1914 (Exhibit 3-3) in 
nhicb he classifies grocery stores and hardware stores who btiy gasoline to 
resell but do not operate wheel bu^y or sidewalk pump, as entitled to one 
cent off the list price. Industrial plants, motor truck operators, stage lines, 
laileab companies entitled to one cent off as per Mr. Quinn's letter of De- 
cember 13. 1915 (Exhibit 3-8) is the authority as conveyed in the General 
Office letter of September 8, 1914 to all District Sales Managers (Exhibit 
S-2) in which they are instructed to allow Auto Trucking Concerns and 
ntbers who are using machines for business pui^MMies, one cent per gallon off 
rrevatiing market prices. Municipalities, consisting of State and County 
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Business, Qovemment and State, Mr. Qninn's letter of December 13. 1915 
<Exlilbit 3-8) ahows entitled to a differoitial on gasoline and engine dlstll- 
Uite. TbiB waa under autliorlty> from tbe General Office under letter of De- 
cember 14, 1915, directed to all agents (Exhibit 3--l> and authority from the 
General Office (Exhibit 3-5) to agents at Los Angeles, San Diego and Phoenli. 
There was no understanding or agreement on the subject of class iScationB 
and the classification of December 1915 was purely a annunarization of classl- 
ficatlons theretofore made. 

[Exhibits 3-1 to 3-9 attached.] 

R-524 
San Pbancisco, Cai., Juljf 12, 19IS 

Subject ; 

Orders or contracts — Red Crown Gflsollne & Engine Distillate. 

Au. Aqbnts (Except Nome) 

Dear Sib; It has been your custom for some time past to accept orders or 
contracts for Red Crown Gasoline and Engine Distillate at a flat price. We 
will ttak that Inmiedlately upon receipt of this letter you discontinue this 
practice and accept orders or contracts for Red Oown Gasoline from Rarages 
at It off your prevailing market price at the time of delivery. Prom large stock 
companies and Inrge manufneturlng concerns, where uecessury, at H off your 
prevailing market price at the time of delivery. 

As to the Engine Distillate, It Is the intention as well to accept these orders 
under the conditions outlined uhove. and they should be taken only at i( 
off your prevailing market price at the time of delivery. 

If there should be an occasion where conditions are such as to render It neces- 
sary to make better quotations than stated above, before giving definite answer 
to your customer kindly take np the niatter with this office. 

We do not wish at any time to accept orders for these products at a flat price, 
and it is our impression that conditions are such that you will be able to secure 
a maximum amount of business on the plan as outlined above. 

Please acknowledge the receipt of this letter and advise If the same is full; 



Yours truly, 
HTP:P 



Subject r Rednction In Price — Red Crown Gasoline 
All Distbict Sales Makaoers, 

Deab Sirs : Referring to recent advice of reduction of 1^ per gallon in price 
of Red Crown Gasoline : Would advise that whenever necessary you may allow 
Garages and- Service Stations a price of 2^ per gallon off your prevailing mar- 
ket price on Red Crown fiaaollne. You may apply this price without the neces- 
sity of making a contract. 

As to tbe auto trucking concerns and others who are using machines tor busi- 
ness purposes: You may allow on Red Crown Gasoline If per gallon oft your 
prevailing market price, no contract required. 

In applying these prices, it should be your particular aim to secure the busi- 
ness of concerns who are likely to purchase a good gallonage, and also those 
who are in a position to either buy for cash or to settle their accounts shortly 
after the monthly delivery period. • 

It certainly seems that with the reduction in price we have mentioned, and 
with this leeway we are now granting you for marketing Red Crown Gaso- 
line, you should be able to rapidly increase your sales of that pro«luct, and It 
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should be only a short time before you are able to fully overcome existing com- 
petitive condltione. 

Regarding tbe contracts that are now in force witH Garages: Of course, this 
price will apply to them aa well, but at their espiratlon It will not be necesftary 
to renew them unless you are advlBed to do so at a later date. 

If these instructions are not fully understood, kindly advise. 
Yours truly, 

HTP:P 

P. S. This is to be effective at once. 



BTANDABD OIL COMPANT 

Los AN0ELB8, Cal Sept. 11, lSt4 
All Salesu&n : 

Deab Sib: Please be advised that the following are the differentials to be 
allowed certain trade on Red Crown Gasoline. 

To eliminate any possibility of error in applying these prices we wish to 
slAte that you be very particular in applyit^ the correct price to the correct 
class of trade. 

The differential of 2< ott your list price applies to Oarages, Service Stations- 
and Peddlers. 

The term " Garage " we trust is distinctly understood. 

By " Service Station " we mean those people who are catering to automobile 
trade on Red Grown Gasoline and Lubricating Oil. and in doing so have 
equlK)ed themselves with a Self Measuring Pump or Sidewalk Pump or a 
Gasoline Bu^y- 

" Peddlers " are as the name Implies. 

The names of ail Peddlers in your field who are entitled to the 2( should 
be on flle at this ofllce before ^tending this price. 

Grocery stores and Hardware Stores who buy gasoline to resell, but do not 
operate a Wheel Buggy or Sidewall: Pump to handle the gasoline trade, are to- 
be allowed It off your list price. This, regardless of the quantity they may use. 
Those people operating Motor Trucks are entitled to 1* off list price. To al! 
others your list price prevails. 

We wish It distinctly understood that the above mentioned differentials do 
not change your open list price. We trust that this matter is now thoroughly 
understood. 



Yours truly. 



cc for Mr Maile: 



[Exhibit 3-3] • 



Portland 

Seattle 

Tacoma 

Spokane 

Honolulu Febbuaby 4, 1915 

San Francisco 

Oakland 

San Jose 

Stockton 

Fresno 

Sacramento 

Phoenix 

San Diego 

Los Angeles ' 

Dbab Sib: Referring to our letter of September 23, 1914. in which you were 
given permission to quote Bed Crown Gasoline on State Department, County 
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and Mnnicipal bids at 2f per gallon off the prevailing market price at the t!me 
of the proposal ; 

Ma; we aBli that 70U kindlf cancel these inatructiona, and until farthei 
advised on ttieae proposals, offer Bed Crown Gasoline at a flat price based on 
1* per gallon ofE your prevailing market price on the date of the proposal. 

We are referring particularly to requeatB which you are continually receiT- 
ing for email quantities, so should you receive requests for prices from any of 
those mentioned above, which you bdieve would require special conalderation. 
will ask that jou take up the matter with this olBce before quoting. 

These instruetiona vrill also cover bids and quotations to the United States 
Government, which come to you direct, without passing through this office. 

Will you kindly advise if this letter la fully understiMd. 
Yours truly, 

HTP:P 

P. S. This will not make any change in the instructions we have issued regard- 
ing prices at which to bid on Bngine Distillate. 

[Exhibit 3-4] 

R-564 
October 11, 19in 
Bids to Municipal Bodies 
Lob Angeles 
San Diego 
Phoenix. 

Deab Sib: Under authority from this office, you iiave in the past submitted 
bids and made prices to municipal bodies for furnishing Engine Distillate on 
the bnpls of It below our market price at point of delivery. 

Win you kindly conaider this authority withdrawn, and in the future euhmit 
bids and quotations to the class of trade mentioned for Engine Distillate on 
the basis of it below our market price at point of delivery. In cases where, 
in your opinion, a special reason, such as quantity involved, esists for makinE 
an exception to this rule, you are of course at liberty to take the matter up 
with us. 

The above does not affect Government and State business which you may 
continue to handle on the same basis as heretofore, namely 1^ below our ruling 
luarbet price. 

Kindly acknowledge receipt. 
Tours truly. 



Lob Anoeies. Cal. Dec. lO, 1915. 

r>EAB Sib: In another letter to-day I gave you classlflcatlon of trade and 
(iifferentiais to apply thereto which applies to other than marine business. 
Therefore in addition to the letter above referred to, you can allow 1* per gal- 
lon off list price on Gasoline to the various flsh canneriea, and J« per gallon off 
list price on Distillate. 

All boats will be list price on Gasoline, and list price on Distillate, irrespec- 
tive of class of boat or quantity taken. 

In view of the above may I ask that you kindly take this matter up with 
the cannery people at any early date, explaining the price to them and the 
differentials, but take no contracts either on Distillate or Gasoline. 



Tours truly, 
JT.Q/D 
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Los Anobles, Cai-. Dec. IS, 1915 
Price — Engine Dlsdllate. 
Peeboital 

Mr. H. T. Haspeb, 
San FranoUoo, Cat. 

Dear Sib : When I was in San Francisco last I tooli up with yon relative to 
allowing a difCerentlal on Engine Distillate of it per gallOD off to such 
customers that were leceiviog similar discountB from other companiea ho as to 
sustain oar gallonage. 

It Is the custom in this field for all other ctmipanies to allow it P^ gallon 
off on Engine Distillate to garages and filling stations. I am attaching copy 
of a letter that I have written all salesmen and agents throughout the field. 
I would request that we be permitted to allow the garages and flllii^ stations 
it per gallon oft without contract, as indicated in my letter. 

In addition to this letter I am attaching copy ot another letter that I have 
written those in charge of sub-stations where boat business is done. 

This will stabilize our prices and I trust meets with your approval. 



Tours truly, 
JLQ:D 



(Sgd) J. L,. QtmTH 

[Exhibit 3-7] 

Standard Oil Company 

Los AKOELEfl, Calit., Deo. IS, 191S. 
Deab Sib: At some points some of our Agents have misunderstood onr 
mllngs OD classification of trade and the difTerentlals that apply thereto, and 
Is order that there shonld be no misunderstanding in the future, I am pleased to 
give you below the following : 

Red Crown Engine 

Gasoline DisHllate 

per OalloQ 
Off Ust at date of (teHvery 

Garages 24 1/2* 

niUng Stations 2# 1/2* 

(By filling stations yon will interpret our roling to mean r^nlar eqnipped 
service stations, as well as Motorcycle Agencies and Repair Shops, Automobile 
Agencies, Accessory Stores, Hardware Stores, Grocery Stores, all of which have 
either a self-meaauring pump or sidewalk buj^^y on the outside of their building 
Bo as to serve Gasoline direct from the pump to the machine.) 

Oa»oline Eng. DUtiUate 

Hardware Stores 1* Without S. M. Pump List 

Grocery Stores It " "- " " 

General Merchandise Stores 1* " " " " 

Industrial Plants 1* List 

Motor Truck Operators 1* " 

Stage Lines , 1* « 

Tajcicab Companies, etc It " 

Municipalities consisting of towns, city 

and county business 1* 1/2* 

Government & State 1* 1* 

To such trade as tractor operators, pumping plants of all kinds and sizes, 
auto owners and all trade not listed above will be list price on Gasoline, and list 
price on En^ne DistUlate, 

The above mllng is mandatory and must be put into effect at once with the 

exception of where we have contracts out that are below these prices, and If 

there are any contracts in effect In your field, kindly send us a list of them so 

we can check them with our office records, and this at your earliest convenience. 

Sndly aclmowledge receipt. 

Tours truly, 

lExHIWT S^] 

80771°— 22 11 
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R-177-130 
San Fbanciscx), Dec 16, 1915. 
Subject: 
Special Prices to Trade. 

Hr. 3. L. QmNN, 
Lot Angeleg, Cal. 
Dbab Sib : — We have yonr letter of the I3th inst. ( JLQ-D) on the subject of 
"Price — Engine Distillate." We have noted the differentials which you ace 
nllowing various classeB of trade on Red Crown Gasoline and Engine Distillate, 
and in view M the conditions existing In your field, we approve of the same. 
You win, of course, report these concessions on the non-contract price advice 
cards as th^ are put into effect. 
Yours truly. 

GCMiB 



IHFEKIAL VALLEY WATER COMPANIES CASE. 

Question 3-e. Among the agreements on identical classifications and price 
differentials were those cuverint; tlie wiiter companies In the Imperial Valley fa 
May. 1016, in which case the agents of each company were instructed about the 
same date to allow the water companies a differential of one cwt per gallon 
off the list price of gasoline and one-half cent per gallon off engine distillate. 

Answer: In spite of diligent search we have been unable to locate any rec- 
ords showing the price differentials allowed by this Company to Water Com- 
panies in the Imperial Valley during May, 1916. We are continuing the search 
for this recM^ 

Our records do show that in June, 1916, prices were authorized to Imperial 
Water Companies : 20 off our market price, date of delivery, on Red Crown 
Gasoline, and If off our market price, date of delivery, on engine distillate. 
These differentials were made to meet competitive prices. 

By reason of the lapse of time that has Intervened, our agents have no 
Independent recollection of these matters, except that there was no agreement 
or conference on the subject at any time between this Company and any 
competitor. 

DAN EHHET CASE. 

Question 3-b. It was agreed that Dan Emmet, In the Tentara,. California Di.>(- 
trict was not entitled to a differential from the retail price; 

Answer: Our records show that we sold goods to Dan Emmet but we are un- 
able to locate the price records. Either Dan Emmet came within the classification 
which entitled him to a differential - from the list price, or he did not fall 
within such classiflcation and as a conseQuenoe received no differential. There 
were many occasions when tank wagon drivers extended differentials to cus- 
tomers who were not entitled to differentials and when the auditing check of 
the transaction was made, either in the main agency or the San Franciao 
Office, and it was found that differratiala to which customers were not entitled 
had been made, the driver was promptly Instructed to withdraw these differ- 
entials. 

CAF£S and BE8TAUBANT3 CASE. 

Question 8-c. During January and February, 1917, the Standard and its 
competitor agreed to discontinue the practice of allowing restaurants and cafea 
In the El Centro. California district a differential of one-half cent per gallon 
off the list price (or engine distillate. 

Answer: Effective February 1, 1917, the Los Angeles agent of the company 
discontinued the special price of if per gallon on engine distillate theretofore 
allowed the various restaurants throughout the Imperial Valley, and so notified 
the Home Office. (Letter dated January 31, 1917, from' J. L, Qulnn to H. T. 
Harper, Exhibit 3-<V-18). Mr. Harper, the Sales Manager, immediately re- 
quested the reason for withdrawing the special price saying "We are especially 
interested Inasnmch as you had previously recommended this allowance." 
(Letter from H. T, Harper to J. L. Qulnn, February 2, 1917, Exhibit S-C-lSt- 
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To this Mr. Qainn replied that he wlttiilrew tbe price because the Union Oil 
Company had notified Its restaurant trade that thereafter all distillate would be. 
list price and that tlie special price had been withdrawn " aa it was no longer 
necessary to meet that competition." (Iietter J. L. Qninn to H. T. Harper, Feb- 
ruary 7, 1917, Exhibit 3-C-20). This met with a sharp response from the 
General Sales manager. He advised Mr. Quinn 

"THBBB is HOTHINQ ELBE TOB T'8 TO DO BUT TO APPROVE WHAT TOU HAVE DONK. 



A UANNfS ENTIBELY CONTRABY TO OVS 
-EK OF SPECIAL PBICB8. TOU SHOULD SET 
CHANGES CONSIDEBED, TOOB SEASONS FOB 
} SUCH CHANGE. IT IS mm WISH THAT IH THE FUTUBE, BEFOBB TAKINO 
ANT ACTION WITH BEGARD TO CHANQES IN PBICE8 OB WrrHDRAWAl OF SPECIAL 
PBICES YOU BEFEB THE MATTTB TO THIS OFFICE FOB OCB DECISION." (Letter H. T. 

Harper to J. L, Quinn, February 9, 1917, Exhibit 3-C-21). 

Thert' was no agreement between the Standard Oil Company and any com- 
petitor for the discontinuance of the special price In question. Mr. Harper's 
letter of February 2nd asks the local sales agent why he wanted the special 
price withdrawn and expressed himself as apeciully interested because the 
allowance had been made on the special agent's recommendation. The special 
agent's action in withdrawing the special price without previous authority and 
upon sufficient reason given therefor to the Home Ofiice was sharply disap- 
proved. The allowance in question had originally l]een made to meet a competi- 
tive coudltion. This is disclosed in tlie attached correspondence. 

In Mr. Quinn's letter of October 24, 1919 (Exhibit 30-1). he calls attention 
to the fact that the Union Oil Company is allowing 1/2^ off the market price to 
restaurants in the Imperial Valley which use approximately from 5,000 to 6,000 
gallons per year, and Mr. Quinn asked permission to meet this reduction. 
Under date of October 26, 1916 (Exhibit 3-0-2), he was authorized to ar- 
range to supply restaurants in the district mentioned with engine distillate on 
the basis of the l/2<t below market price. He was directed to furnish a list of 
tile concerns In the Imperial Valley to whom this special price would be ex- 
tended (Harper to Qttlon, Exhibit 3-C-2). Under date of November 13, 1916, 
Mr. Harper again caUed for the list of restaurants which were to have this 
special price (Harper to Quinn, Exhibit a-C-4). By letter dated November 16, 
1916 (Exhibit 3-C-7), Mr. Quinn furaisheU the list of restaurants to receive 
this price concession (Exhibit 3-C-6). The Auditors of the Company at the 
Home Ofiice were notified accordingly (Eshibtts 3-C-8 and 3-C-8). Under 
(late of November 28, 1916 (Exhibit 3-O-10), Mr. Quinn was advised that con- 
cessions of this nature should be handled in the form of a special price and he 
was directed to refer any future allowance which he desired to make to the 
Home Office for authority. 

Under date of December 7, 1916, Mr. Quinn requested authority from the 
Home Office to allow restaurants in the Held "irrespective of the Imperial 
Valley " using 6.000 gallons of engine distillate per year 1/2 ^ ofE the 
muritet price because the Union Oil Company was making such allowance 
(Exhibit a-C-11). By letter dated December 11, 1916 (Exhibit 3-C-12), he 
was advised that the Home Office was unwilling to extend this concession to 
sections "' other than those affected by your recent authori^." 

By letter of January 10, 1917 (Exhibit 3-C-14), Mr. Quinn requested 
authority to extend the Imperial Valley restaurant price concession theretofore 
granted to restaurants listed at the Home Office to other restaurants In the 
Imperial Valley, as per list enclosed by him (Exhibit 3-C-13). This authority 
was given to him by letter dated January 17. 1917 (Bxliiblt S-C-IS). 

By letter dated January 24, 1917 (Exhibit 3-0-16), Mr. Quinn requesteil 
authority to extend the 1/2 ^ allowance to Harry Kent who operated u res- 
taurant in Imperial Valley and who consumed approximately 6,000 gallons 
of engine distillate per yoar. This request for authority was grunteil niKiei- 
(Inle of .January 26, 1917 (Exliibit 3-C-17). There followed Mr. Quinn's 
unauthorized discontinuance of the reduction in question, the inquiry from 
the Home Office why he made it, and the criticism of the Home OfBce of his 
action In making it without authority. It is sulnultted that no situation could 
more clearly disclose the complete control which the Home Office insisted on 
exercising, in respect to prices In the various districts than this correspondence. 
Thiit the Home Office could not have been advised of any understanding in 
respect to the discontinuance of the otlnwance in question is plain on the 
fiiee of the correspondence (Exhibits 3-0-18 to 3-0-21 inclusive). 
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Mr. Quinn denies emphatically that he discontinued the allowance in pur- 
enance of any underetanding with the Union Oil Company, and states that he 
thought he could properly dlscontlnne the allowance when he found that the 
Union Oil Company was withdrawing the concession, because he had been 
permitted in the first Instance to make the concession in order to meet the 
Union Oil Company's competition. This action was contrary to Home Office 
ordeav and to the policy of the Company. 

[ExhililtB S-C-1 to 3-C-21 attached] 

Standard On. Compasy 

Los AnoELES. Cal. Oct. Si, 1916. 

Price— Engine DlsUllate. 
Mr. H. T. Habpeb, 

Most of the restaurantB In the Imperial Valley use Engine Distillate for faeL 
The Union Oil Co. are allowing them Jf per gallon off the market price due to 
the quantity they are using, as they use approslmately 5000 to 6000 gallons per 
year, and I would recommend that we be permitted to meet this competition, 
as there are a dozen or more of these large concerns who are xnircbasing through 
the Union Oil Company at this time for the reason that they are allowing 
them a below list price. 
Appreciating your coD^deratlon of the above, I am, 

J. L. QuiHN 
JLQ/D 

(ExHIBir 3-C-I] 

B-<77-130 
San Pbancisco, Oct. 26, 1916 

Subject : Prices to Restaurants, Imperial Valley 

Mr. J. L. QtniiN, 

1,08 Angele», Cat. 

We have your letter of the 24th, JLQ/D, on the subject of restaurants In the 
Imperial Valley using Engine Distillate for fuel, their requirements amounting 
to approximately 6,000 gallons per year. 

We note also that the Union Oil Co. are aliowlDg this class of trade it oil 
the market price. 

You may arrange to supply restaurants in the district mentioned with Engine 
Distillate on the basis of It below our market price at time and place of de- 
livery. . 

Please furnish us with a list of the concerns in the Imperial Valley that will 
be extended this special price. 

H. T. Habpek 

GCM:M 

[ESxHiBrr S-<<-2] 



Subject: Prices to Restaurants, Imperial Valley 

Mr. J. L. QmNN, 

Los Angeleg, Col. 
Please advise if you are now In position to reply to our letter of October 26th, 
on the subject of restaurants in the Imperial Valley using En^e Distillate 
for fuel, and to give us the information requested. 

H. T. Habpbk 
HSM:M 

[ExHmiT 3-C-4] 



1-,. Google 



PACIFIC COAST PETROLEUM INDUSTRY. 
SxAKDABD On. Coupaut 



Prices to Restaurants, Imperial Valley 
Hr. H. T. Harpeb: 

We are in receipt of your letter of November I3th, file R-477-130, asking If 
we are la position to furnish lists of restaurants In the Imperial Valley using 
engine distillate for fuel. 

Kindly be advised we expect to have this list completed today and will get It 
off to you this evening, 

J. L. QCINN 

HEH-N 



tElHlBlT 3-C-5] 



Calexico, Cai. Bratcley, 

Border Bakery Co., Bungalow Hotel, 

The Fountain Cafe, ' Popular Cafe, 

The Oyater Loaf Cafe, Al & Jacks' Cafe, 

Palace Sunrise Restaurant, 

Boltville, Cat. Fritz's Cafe. 

National Hotel, 

County Club Restaurant, Sanitary Bakery. 
Victoria Cafe, 
Holtville Bakery. Imperial 

El Oentro, VaL American Bakery, 

Home Bakery, 
Main Cht^ House, Shamrock Cafe, 

Broadway Chop House, Saddlerock Cafe, 

Qny McMalns. Valley Cafe. 

[Exhibit 3-C-«] 



Los Angeles, Nov. 16, 1916. 
Prices to Restaurants In Imperial Valley R-477-130, 

Mr. H. T. Haspeb: 

Replying to your letter October 26th above file and subject requesting that we 
furnish you with a list of the concerns in the Imperial Valley using engine dis- 
tillate for fuel, their requirements amounting to approsiraiitely six thousand 
gallons per year and being entitled to price concession of ii below market price 
at time and place of delivery. 

Kindly be advised that we are herewith enclosing the list of these concerns 
and trust this Is the information wanted. 

J. L. QoiMN. 

HEH-N 

[EXHIBIT S-C-7] 
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B-477-130 
San Francisco, November 28, 1916. 



Mr. H. K. Flbtcheb: 

Attention Mr. Hatkell 

Tlie Los Angeles Agency has been authorised to record special concession of 
l/2f on Engine Distillate requirements of the following accounts; 

Shamrock Cafe Imperial, Ca!. 

Valley Cafe 

Home Bakery " 

American Bakery '■ " 

Foot'B Cate ■■ 

Deliveries to the above will be made by the Imperial, Cnl, Sub-Station, bill- 
ing being (lone by the Los Angeles Agency. 

H. T. Haxpeb. 
HSM : CFK 

[Exhibit 3-C-8] 



Mr. H. K. FLCrcHiai : 

Attention Mr. L. T. Hatkell 
Please be advised that we have authorized the Los Angeles Agency to extend 
a special concession of l/2f below our ruling market price at time of drtivery 
on the Engine Distillate requirements of the accounts shonTi: 

Calexico, Cat, SuThStation Braioley. Gal., Sub-Statiim 

Border Bakery Co., Bungalow Hotel, 

The Fountain Cafe, Popular Cafe, 

The Oyster Loaf Cafe, Al & Jack's Cafe, 

The Palace Cafe. Sunrise Restaurant, 

Fritz's Cafe. 
Eoltville. Cal.. Snb-Station National Hotel, 

Sanitary Bakerj'. 
County Club Restaurant. 

Victoria Cafe, Imperial Cal, Sub-Slation 

HoltTille Bakery. 

American Bakery, 
El Centro. Cal., Sub-Station Home Bakery, 

Shamrock Cafe, 
Main Chop House. Saddlerock Cafe, 

Broadway Chop House, Valley Cafe. 

Guy McMalns. 

You will note that the various accounts are headeil by the Sub-Station from 
which we intend making deliveries, billing to be done by the Los Angeles Agency. 

H. T. Habpeb. 
HSM-M 



[Exhibit 3-C-9] 
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Subject : 
Frlcee to Reetmirants. Imperial Valley. 
Mr- J, L. QriNK : 

With further reference to our letter of November 13th above subject and 
file. 

We are In receipt of Price Advice Non-Contract curds taken out In the names 
of the following; 

Shamrock Cafe Imperial, Cal. 

Valley Cafe__ " '■ 

Home Baker.v " " 

American Bakery " " 

Foot's Cafe. 

It was our desire that concessions to accounts of this nature be handled In 
the form of a special price. 

Tou win kindly make record of an allowance of 1/2* on Engine Distillate re- 
quirements of the above in your Special Price records, arranging to refer any 
further allowance you desire to make to this office for authority. 

Please ackubwledge receipt, advising if this letter is thoroughly under- 

H. T. Habpeb. 
HSM : CPK. 

[Exhibit S-C-10.] 

Standabd Oil Company. 

Los Abgeles, Cal., Dec. 7, 1916. 
Price to Restaurants, Imperial Valley. 

Mr. H. T. Habpeb. 

Kindly refer to your letter of October 26th, on the above subject. Hie 
R-177-130 : 

We find that the Union Oil Company are allowing all restaurants In this 
field who use approximately 6,000 gallons of Engine Distillate per year, this 
irrespective of the Imperial Valley, l/2# off the market price. 

Could we recommend that we be allowed to meet this competition throughout 
our field? We, of course, will advise you name of each party allowed the 
concession. 

Awaiting your advice, we are, 

J, L. QttiNN 

HAL-McS. 

[Exhibit 3-C-ll.] 



Subject : 
Price to Restaurants, Imperial Valley. 
Mr. .T. L. QtnnfJ : 
We have your favor of Dec, 7th, HAL-McS, regarding the above subject. 
It is noted that the Union Oil Co. are allowing all retitaurauts In your field 
' who use approximately 6,000 gallons of Engine Distillate per year special price 
of 1/2^ off the ruling market at time and place of delivery. 

In connection with your suggestion that a similar special price be offered by 
UB, wish to say that we do not desire to extend same to sections other than those 
affected by your recent authority. 

H. T. Habpeb. 
HSM:M. 

[Exhibit S-C-12.! 
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[Exhibit 3-O-lS.] 



Los Anoeles, Jan. JO, 1917. 
Prices to reBtanraots In Imperial Valley. 

Mr. H. T. Haspeb; 

Referring to previous correspondence above subject, your file R-477-L and 
R-^77-130. We are enclosing herewith an addition to our list sent you nnder 
date of November 16th of restaurants in the Imperial Valley using 6,000 gallons 
or more EnRlne Distillate per year and being entitled to concession in price. 

With further reference to yours November 28tli, Tl-477-190, would kindly 
ask that you give us authority to make this concession In price on the list 
enclosed. 

J, L. QuiMN 

HEH-N 



lElHIBIT 9-C-14.] 

R-4T7-130 
San Francisco, January 17, 1917. 

Subject : 

Prices to Restaurants in Imperial Valley. 

Mr. J. L. QriNN : 

Replying to your letter of January 10, 1917, HEH-N, relative to the above 
subject 

Tou may consider this your authority for extending a special concession of 
i4 below ruling market ut time of delivery on Engine Distillate requlremeDts 
of the following accounts: 

Star Restaurant Brawley, Cal. 

Park Cafe 

Woodman, S. B Calipatria, Cal. 



I duplicate, 

H. T. Harper 
HSM-M 

[Exhibit 3-C-15.] 

I-oa Angeles, Jan. Si, 1917. 
Prices to Restaurants in Imperial Valley 
Mr. H, T. Habper : 

With reference to previous correspondence under above subject, your File 
R-477-130, would request your authority to allow Mr. Harry Kent, Holtvllie, 
Cal.. one-half cent off on engine distillate. 

Mr. Kent operates a restaurant and will use approximately six thousand 
gallons of distillate a year. 

J. L. QuiNN 
JIS-N 

[ExHiBrr 3-0-16] 
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. R-477-130 

San FbanCisco, January 26, 1917. 



Prices to Restaurants In Imiierlttl Valley 
Mr. J. L. QuiNN : 

Replying to your letter of the 24th inst., JIS-N, relative to the above sub- 

Tou may consider this your authority for extending a special price of itf 
per gallon lielow ruling market on Engine Distillate requirements of Mr. Harry 
Kent, Holtvllle, Cal., who, me understand, operates a restaurant and will con- 
sume approxlmatey 6,000 gallons of EDgine Distillate per year. 

Please acknowledge receipt by forwarding Form Sales 364, In duplicate, 
obliging, 

H. T. Habpeb 

HSM-M 

lEXHIBTT 3-C-17] 



Los Ancelbs, Cal., Jan. 31, 1917. 

Prices to Bestanrauts in Imperial Valley 

Mr. H. T. Harpek: 

EfCective February 1, 1917 we have discontinued allowing special price of it 
per gallon ott on Engine Distillate to various restaurants throughout the Im- 
perial Valley ; henceforth our price to them will be full list price. 

J. L. QuiNR 
HAL-McS 

[Exhibit S-C-18] 

San Fbancisco, February t, 1917. 
Subject- 
Prices to Restaurants in Imperial Valley. 

Mr. J, L. Quinh: 

We have your letter of January 31, HAL-McS, in connection with the above 
subject. 

It is noted, effective February 1. 1917, you will discontinue allowing special 
price of l/2( per gallon to the various restaurants throughout the Imperial 
Valley, and as a matter of information would like to ask the reason for 
withdrawing this special price. We are especially interested Inasmuch as 
you had previously recommended this allowance. 

H. T. Habpeb. 

HSM-M 

[Exhibit 8-CV19] 

Inaa Angeles, Cal., Feb. 7, 1917. 
Prices to Restaurants in Imperial Valley, 

Mr. H. T. Eabpeb; 

Relying to your letter of Feb. 2, R-477-130, on the above subject: 

The reason we withdrew this price was that the Union Oil Company have 

notified their restaurant trade that hereafter all Distillate to them would 

be list price. 
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In v]ew of this we withdrew our special price aa It was no longer necessary 
to meet that competition, and trust this meets with your approval. I 

J. L. QuiNN. 
JLQA> I 

[Exhibit 3-C-^O] 



11-477-130 
San Frahcisco, Feb. 9, 1911. 
Snhject ; 
Prices to Restaurants in Imperial Valley. 



Mr. J. L. Quikk: 

Referring to your letter of Feb. 7lh, with reference to nlthdrawli^ special 
price on Engine DlHtillate to restaurants in the Imperial Valley ; 

There Is nothing else for us to do but to approve what you have done. 
However, this has lieen handled in a manner entirely contrary to oar poli(5 
in connection with the matter of special prices. You should set forth, when 
you wisii to have price changes considered, your reason for desiring such 
clinnge. 

It la r>ur wish that In the future, before taking any action with regard to 
changes in prices or withdrawal of special prices, you refer the matter to this 
office for our dedaion, 

B. T. Habpeb. 

HDC:M 

[ElHIBIT S-O-21] 



FOLSOU CASK. 

Question 4-a. In August 1913, it was agreed that "the latd-down price at 
Folsoni should be one cent atwve Sacramento prices'' (See letter Auc. 9, 
1913, from G. H. Mayer to H. T, Harper). 

Answer: A letter of August 9, 1913. (Exhibit 4-A-l), written by G. H. 
Mayer, at that time the Sacramento Ag«it of Standard Oil Company, to Mr. 
Harper is referred to. The letter was In reply to one dated August 7, 1913 
(Exhibit 4-A-2) written to Mr. Mayer by Mr. Malle chief clerk for Mr. 
Harper. Manager of the Sales Department, which letter. In turn, referred to 
« i-eport of August lat; 

" The customers at Folaom are complaining because the Union Oil Com- 
pany tanl< wagon Is selling Water White oil at VH and gasoline at 16^, or 
i^ less than our laid down prices." 

Mr. Mayer, In the same letter, was requested to verify the statement made 
in this report, and advise the San Francisco oiBee in r^ard to the same; 
also, at what prices refined oil, gasoline and engine liistlllate were being sold 
by auto tank wagons operated by other parties at the points named above. 
To this Mr. Mayer replied in the letter noted by the Federal Trade Commis- 
sion that the prices quoted In the report were correct. Mr. Mayer proceeds 
to inform the San Francisco Office that r 

" Some time ago the Union Oil Company's representative had the matter 
up with the writer." 

This was obvionsly the first intimation that the writer had "had the 
matter up " with the Union Oil Company. He proceeds 

"and we, in turn (1. e., had the matter up) with you and got your au- 
thority to make a laid down price at Folsom 1# above Sacramento prices." 

He proceeds to say: 

"They adhered to this arrangement until recently, and as their word Is 
not to be relied upon, we would suggest, with your approval, that the price 
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at thla point be again made ii below (he means "at)Ove") our Sacramento 
prices." 

The BUggeBtlon contained In thla letter that Mr. Mayer "had made an ar- 
rangement " with the Union Oil Compan;, or that he had " had the matter 
up " with their representative, led to Mr. Mayer's r«noval from the Salen 
Department. He was transferred to the GSeneral OfBce at the close of the 
following month and is now with the Producing Department of the Com- 
pany. Hia action was a direct violation of the inatructlona of the Home 
OHiee and of the entire policy of the Company. Mr. Mayer got authority to 
i[iake a luid down price at Folsom 1^ above Sacramento prices. The fact 
that tie obtained this authority pursuant to an " arrangement," which he 
later reported to have made with the representative of the Union IJil Com- 
pany, was unknown to tlie Directors. The disapproval of his conduct was 
emphasized to him by his transfer from tbe Sacramento ofBce. That Mr. 
Mayer's reported " arrangement " with the Union Oil Company In resi>ect to 
the laid down price at Folsom prior to August 8, 1913, was not known to the 
Board of Directors of the Company is Indicated by the correspondence be- 
tween Mr. Mayer and Mr. W. S. Miller, a Director of the Company in charge 
of its sales; to-wlt, a letter from Mr. Mayer to Mr. Miller dated July 14, 
1913 (Exhibit 4-A-3), and from Mr. Miller to Mr. Mayer dated July 16, 1913 
(Exlilbit 4-A-4), copies of which are attached. These letters contain a sharp 
complaint by Mr. Mayer that — 

" the Union Oil Company in the vicinity of Sacramento, by tank wagon 
delivery, undersell us H on gasoline and distitiate. but at points like Folsom 
imd Rosevlile, which we ciin not reach ljy tank wagon and they have no com- 
.l>etltion, they get the full price." 

Mr. Miller's reply of July 16, 1913, advises Mr, Mayer that he must ex- 
pect competitors to undersell the Standard Oil Company and tella him that—; 
" You know, of course, you cannot buy a yard of silk at the same prici^ 
you can a yard of muslin. You always have to take the actual value of the 
goods Into consideration." 

Mr. Miller was telling Mr. Mayer that the superior quality of the Standard 
OH Company's goods should enable Mr. Mayer to meet competition with 
quality rather than by the cutting of prices. If there had been an arrange- 
ment betiveen this company and the Union Oil Company, this correspondence 
would not have taken place. 

Mr. Mayer's recommendation in hla letter of August S, 1913, was not ap- 
provetl and was not acted on. The attached copy of a letter from the Head 
office, dated October 30, 1913 (Exhibit 4-A-5), and addressed to Mr. D. G. Hill- 
man, who had been placed in chanje of the Sacramento Sales Office In place 
of Mr. Mayer, shows that Mr. Mayer's recommendation was not approved or 
acted up<m, and that the laid down price at Folsom was maintained at 1* 
above Sacramento prices. The attached letters to and from Mr. Hillman, dated 
February 2. 1914 (Exhibit 4-A-6) and February 4, 1914 (Exhibit 4-A-7), show 
that the price waa maintained at this differential until that date. 

[Exhibits 4-A-l to 4-A-7 attached.] 



Subject: 

Union OH Co., selling Water White and Uasollue at it less than our laid 

down prices. 
Mr. H. T. Habpeh. 

San Francisco, Cal. 

E>EAE Sih: In reply to your letter, U-323, of the 7th instant, relative to the 
above subject, pleaw be advised thut the prices given In Mr. Renwick's Report 
made by tbe Union Oil Company at these points Is correct. 

Sometime Bgo the Union Oil t^ompany's representative had the matter tip 
with the writer and we In turn, with you, and got your authority to make a. 
laid down price at Folsom 1« above Sacramento prices. They adhered to this 
arrangement until recently, and, as their word Is not to be relied upon, we 
would surest, with your approval, that the price at this point be again made 
it below our Sacramento prices. 
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The Union Oil Company are not unking delivery by Auto Tank Wagon at 

theee points mentioned, but ure having the products shipped in iron packages 

and dumped Into their Tank Wagon and in thia way th«y make their d^vn'les. 

There are no other partlea operatli^ Tank Wagons at the above named 

points as yet. 

Very truly yours, 

(Signed) G. H. JUraa. 

[Exhibit 4-A-l] 

San F*an CISCO, August 7, 1913. 



Mr. G. H. Mateb, 

Sacramento, Cal. 

Deab Smi Wp note from Mr. Renwick's rexwrt No. 174 of August 1st that 
customers at Folsom are complaining because the Union Oil Co.'s tank wagon 
is selling water white oil at 10 cents and Gasoline at 16 cents, or, it less tban 
our laid down prices. 

We understand that the Uniou Oil Co. are making deliveries by auto tank 
wagon, not only at Folsom, but also at Mills, Natomas, and Routlers, at which 
points we are selling refined products at laid down prices. 

Will you kindly verify statement made by Mr. Renwick and advise us In 
regard to same, also adviise at which prices Refined Oil, Gasoline and Engine 
Distillate are being sold by auto tank wagon operated by other parties at the 
points named above. 
Yours truly, 

GCM-M. 

[Exhibit 4-A-2] 



STANDARD OIL OOMPANT 

Sacbamento, Cal., July H, t91S, 



New prices on Naphtha products. 

Mb. W. S. Mili^b, 

San Francitco, Cal. 

Dear Sib: in reply to your letter P-322 of the 11th Inst, re above subject, 
please be advised that the only comment that M*e have heard on the new prices 
of Gasoline and Engine Distillate is that handlers of these products are very 
much pleased with the recent decline, and a number of the autoiats have stated 
that the cheaper gasoline is, the more riding they can do. 

Quite a number of garages that we recently signed up under contract have at 
times used Gasoline sold by our coripetltors, and have freely admitted that the 
product we market is superior to any of the competitive goods. 

All of our competitors are not only meeting onr prices, but are underselling 
us, especaily to customers that are extensve users of these products. Jones & 
Carvel, who represent the Amwlcan Oriental Company at Willows, are con- 
tinually underselling us one cent per gallon In this particular field. 

The Union OH Company, in the vicinity of Sacramento, by Tank wagon 
delivery, undersell us one-half cent on Gasoline and Distillate, Wit at points 
like Folsom and Roseville, which we cannot reach by tank wagon, and they 
have no competition, they get the full price. 

The Monarch Oil Company are underselling us one cent to one cent and a 
half In practically all parts of our field, especially along the main line. Be- 
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cently the; Btalpped two carloads ot Oasollne to Lake Taboe, tuidersdliDg aa 
oDe cent and a half per gallon, altbough the writer haa heard since, throu^ 
some friends that have been np there, that they are dlBsatisQed with these prod- 
ucts, as th^ are not as satisfactory as ours. Consequently we are watching 
this very closely aud are in hopes to get this businesB back again in the near 
future. 

We have bad at least a lialf dozen carload orders canceled by customers who 
have never bought from anyone else, on account of our Inability to make prompt 
Bblpment, owing' to shortage of iron packages. Our competitors use this aB a 
talking iMtint, and also tell the trade that they can hold tbetr packages for storage 
purposes Just as long as they want to. 
Very truly yours, 

(Signed) G. H. Mayer, 

[Exhibit 4-A-31 



San Francisco, Julv iS, 1913. 

Subject 

New Prices on Naphtha Products 
Mr. G. H. Maybe. 
Sacramento, Cal. 

Deab Sib: Yours of the 14th instant. New Prices on Naptha Products, re- 
ceived. 

We note you say that some of the garages have at times used Gasoline sup- 
plied by competitors and have freely admitted that our product Is superior to 
the competitive goods. 

We also note that your competitors are meeting your prices and underselling 
you. I have Just completed readlug several letters tram different stations on 
this same subject and all of them advise that competitors have met our prices 
but 'they have not heard of underselling so that your station Is probably an 
exception. Ip any event, concerns like some of the smaller ones you have 
mentioned will undoubtedly undertake to get trade at prices less than ours but, 
you know of course, you cannot buy a yard of silk at the same price you can 
a yard of muslin ; — you always have to take the actual value of the goods 
luto conatderatlon. 

I will say, for your Informatloo, that at one station where our competition 
Is much greater than at any other station on the Coast, last week we gained 
10,000 gallons on Gasoline, 700 gallons on VM&P Naptha and 9,000 gallons on 
Engine Distillate and during the month of June we gained T2 new customera 
or course this is a large station but the competition on Naptha products Is 
much greater than at any other station we have on the Coast, our competitors 
1q this particular district selling from if to 2i# leas than our price regularly 
and still people are leaving them and coming to vs. There must be a reason. 

The Union Oil Company will undoubtedly meet your prices and where they sell 
in carloads they will sell at the same prices you charge for carloads. You must 
expect this. The other two concerns you mention have not, so far, been very great 
competitors. One of them sold Gasoline on contract to several large garages in 
San Francisco at 2t leas than the market but the garages that made these con- 
tracts are very glad to get rid of such contract as they have had a great deal of 
trouble, so they tell us, with the product and don't want any more of it. 

I note you have had orders cancelled on account of shortage of packages and 
that yoQ have lost lota of customers. I would like to have you write me fully 
in regard to this and what the prospects are of supplying the trade with your 
new equipment. We cannot afford to let trade go on account of insufficient 
equipment unless It Is merely a temporary proportion. 
Tours truly, 

W. S. M. 

WSM-A 

[EzHmrr 4-A-i] 
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R-332-70 
Sin Francisco, Oct. 30, 1913. 



Prices for Auto Tank Wagon Deliveries 

Mr, D. G. HiLLitAU, 

Sacramento, CaL 
Deak Sir: We understand from telephone communication from your office 
thflt your new auto tank truck is now read; for use. Will you kindly pot into 
effect the following schedule of prices for deliveries of Pearl Oil, Red Crovffn 
gasoline and Engine Distillate by auto tank wagon : 

Pointi Advance over Hacram/ento Price 

Perkins 

Mills 

May hew 

Fairoaks 

Antelope 

Roseville 

Folsom 

Orangevale 

Rocklin 

Looniis 

Lincoln 

While we have given yon prices for deliveries at Orangevale, Rocklin, Loomis 
and Lincoln, we wish to call your attention to the distance between tliese 
points and Sacramento, nil of theui being more than 20 miles from your main 
station, and would ask If you consider It necessary or advisable to serve these 
points by auto tank wagon. 
Awaiting your reply, we are 
Yours truly. 



GCM— M 



[Exhibit 4-A-51 



Sacra UEsTo, Cai 



=■„ Feh. 2, 19H. 



Points Reached hy Auto Tank Truck. 

Mr. H. T. Harper, 

San PraiuHsoo, Cal. 
Dear Sir : Referring to your letter of January 28lli on the above subject, 
you will find herein a list of the illfferent points and tlieir distances from our 
Main station. Also the advance in price : 
Miles from 
Sacramento 



Antelope 

Roseville 

Rocklin 

Lincoln 

Pei-ktns 

Mayhew 

Mills 

Fair Oaks 

Orangevale 

Polsoni 

Freeport 

Franklin 



17 



iA_.OOglc 



PACIFIC COAST PBTBOLEUM INDUSTRY. 163 

I woald recommeDd that oar prices to Antelope, Roseville, RockUn, Fair 
Oake, Orangevale. and Folsom be reduced to if advance over our Sacramento 
prieee. This on a.ccount of competitive condltlona. 

Hoping that you will grant this concession at once, I am 
Very truly yours 

(signed) D. G. Hilluan 

[Exhibit 4-A-6] 

R-322-70 

San Francisco, Feb. 4, }91i. 

Subject r 

Points reached by auto tank trnck. 

Mr, D, G. HitiMAN, 
Sacramento, Col. 

Deab Sik: Tonr letter of the 2nd Inst, on the above subject received. 

We note that competitors are uiakinfr deliveries at Antelo|ie, Roseville, Fair 
Oaks, Orangevule and Folsom by auto tank truck at it per gallon over market 
prices at Sacramento, whereas yoii have been endeavoring to maintain schedule 
of If above your Sacramento prices on deliveries at these points. 

In view of existing conditions, we would suggest that you make your prices 
at these points on Refined Oil. Gasoline and.Engine Distillate delivered by auto 
tank truck a above prices at Sacramento. 

We would also suggest that you make the. same differential on deliveries 
at Lincoln. This will mean that all points served by auto tank truck from 
Sacramento will carry an advance in price of ft over Sacramento. 

Please acknowledge receipt. 
Yours tmlj', 

GCM-A 

[Bkhibit 4-A-7) 

SAK BERNARDINO-RED LANDS PRICE BOUNDARY. 

Question 4-b. Prior to December, 1915, the boundary between the territories 
taking the Redlands and the San Bernardino prices was agreed upon by the 
Standard Oil Co. and its principal competitors. 

Answer: Prior to December IMS, the company had no station at San Ber- 
nardino, and a station was not erected there imtil October, 191«. San Ber- 
nardino prior to tiie erection of the Station there", was serve<i from Colton. 
The photographic copies of company's records covering a period from January 
1, 1914, to January 16, 1917, Exhibits 4b-l and 4b-2, show that Redlands was 
supplying a number of points and that during this period the boundary lines 
of the Redlands District remained unchanged. 

As regards Colton which in 1915 was supplying Sau Bernardino, the boundary 
lines of the Colton District remained unchanged until the creation of the San 
Bernardino Station In October, 1916, when a number of stations theretofore 
supplied by Colton were transferred to Ran Bernardino because they were 
more readily reached from the latter than from Colton. 

The attached statement (Exhibit 4b-3>, base prices El Seeundo refinery 
on Pearl Oil, gasoline and engine distillate during the period Jan. 1, 1914 to 
Dec. 31, 1917, will show that the price changes at Colton and Redlands In 
every instance corresponded to the changes in the El S^undo refinery base 
prices. 
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There was do agreement on the subject. Tbe boundary lloee of the Red- 
lands district are tlie eame today as the; were in January, 1B14; the Boundary 
lines of the Colton district remuined unchanged until October 1916, wtam the 
San Bernardino Station was erected, taking San Bernardino and some stations 
theretofore supplied from Colton out of the Colton district. There was no 
change In either district in the year 1915. 

The matter of price agreement Is clearly refuted by the record which shows 
that prices moved only In harmony with El S^nindo refinery base prices. 

[BxMiBtiB 4b-l to 4t>-^ attached.] 
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El Begwndo refinery prices. 
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[Kxhiblt 4-B-3.] 



LOS ANGELES-PASADENA FBICE 



Question 4-c. Effective February 21, 1S16, the prices of refined products at 
South PaMdena, California, were Increosed one-half cent per galloD above the 
Los Angeles prices and the exact boundary between South Pasadena and Los 
Angeles was fixed by the a^nts of the Standard Oil Co. and its principal 
competitor. 

Answer. South Pasadena was then within the Pasadena Agency and de- 
liveries were made from Pasadena to South Pasadena as far back as 1904 
iiud up until 1909 South Pasadena tooli the Pasadena prices. From 1909 to 
1916, the price at South Pasadena was reduced one-half cent per gallon below 
the Pasadena price In order to raulie the South Pasadena price the same as 
the Los Angeles price because of competition by companies who were delivering 
hj- tanli wagons into the South Pasadena District, particularly because of a 
jjood highway and tiecause lorjre gallonape was available and therefore attrac- 
tive from a Los Angeles competitive standpoint. This price condition continued 
ns stated, substantially seven years when Pasadena prices were again restored 
ill South Pasadena because the garagemen and dealers of Pasadena were 
criticizing the company for charginj; them one half cent per gallon more 
on Red Grown Gasoline than was charged garagemen and dealers st South 
Pasadena, thereby putting the South Pasadena garagemes and dealers in posi- 
tion to undersell the Pasadena dealers. This was particularly noticeable be- 
cause of the fact that deliveries to South Pasadena were made out of Pasadena 
tanks and by the same tani; wagon that served Pasadena and In many in- 
stances on the same route. 

In the change of prices above noted, the company had no conference with 
any competitive company on the subject. 

PRICES AT TO PANG A CANTON. 

Question 4-D. In May, 1916, the price on refineil petroleum products at 
Tupanga Canyon was fixed at one-half cent per gallon above the Santa M<inlca 
price by representatives of tiie Standard Oil Co. and its principal competitor. 

Answer. On May 10, 1915, see copy of letter attached (Exhibit 4-I>-] ), the 
Sales Manager at Los Angeles wrote to the G^ieral Sales Manager In San 
Fjandsco, that he would shortly be in a position to make full tank wagon 
loads of Red Crown Gasoline and Pearl Oil to Topanga for the account of 
.T. A. Craig and that he had arranged owing to the long haul, so that delivery 
would be made In full tank wagon loads at a price of one half cent above the 
Santa Monica price. On May 13, 1915, this price was confirmed to tbe Auditor 
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of the compBn]' as per copy of letter attached (Exhibit 4-D-2) and thla dlfFer- 
ential of one-half cent per gallon is still efCectlTe as of this date. There was 
no price differential change at this point in May 1916, and there was no agree- 
moLt F^arding tlie Topanga price with any competitor at any time. 

[Exhibits 4-D-l to 4-D-2 attached.] 

Standasd On. Coupant 

Lob Angeles, Calip., Mav 10, 1915, 

Price at Topanga — Red Crown Qasollne. 

Mr. H. T. Harpeb, 

. Ban Francitco, CaUfonUa. 

' Deab Sib: We will very ahortiy be In position to make full tank wagon loads 

of Red Crown Gasoline and Pearl Oil to Topanga, for the account of J. A. 

Craig. 

This delivery will be made from Santa Monica station, and we have arranged, 
owing to the long haul, so that delivery will be made in full tank wagon loads 
at price of if above Santa Monica price. 

We might mention that Topanga is aboot 12 mUes from Santa Monica. 
Very truly yours, 

(Bgd) 3. L. Quran 

HAI^McS 

[EXHIBFT 4-D-l.] 

R-153 

San Fbapicisco, Mav ^S, 1315. 

Subject: Tank Wagon Deliveries to Topanga fronr Santa Monica. 



Attention Mr. Hatkell. 

Dear Sib: Our Lob Angeles District Soles Manager advises that tank wagon 
deliveries will be made to the Town of Topanga at one-half cent per gallon 
above the regular market price in effect at Santa Monica. Will you kltMUy 
make record and oblige. 
Tours truly. 

[Exhibit 4-D-2] 
PSICES AT CA8TAIC. 

Qnestlon 4-e : In January 1917, J. L. Quinn for the Standard Oil Co. and an 
agent of a competitor agreed that deliveries made to Castalc, California, woald 
be one-half cent per gallon over the Saugus, California price. 

Answer : On October 14, 1816 in response to letter from the General Office 
Mr. QuInA furnished a Statement of substations showing points served by each 
Station, together with the distance and differentials, also methods ot delivering. 
The attached exhibit (4-E-l) shows Castalc as served from San Fernando 
Station at a charge of one cent over the San Fernando price. On March 14, 
1917 (Exhibit 4-B-2) Mr. Qulnn the Loa Angeles Agent in response to letter 
from San Francisco Office of March 5, 1917 furnished the San Francisco OfBce 
certain advice with reference to instances where the Los Angeles record did not 
agree with the record In the Los Angeles Office. Ton will note that under San 
Fernando reference is made to " Castrar " which should be Castaic, and that the 
charge there Is an advance of one CMit over the San Fernando price. 

On April 21st, 1917, the Los Angeles Agent. Mr. Qnlnn, wrote Mr. Harper that 
be would no longer be able to secare the 14 dlfCerential to cover tank wagon 
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deliveries from Sau Fernaodo to Castalc (Exhibit 4-E-3). Mr. Harper replied 
from the General Office on April 26, 1017 (Exhibit 4-E-4) that lie Infers that 
the differential has already been canceled although it is not stated whether the 
differential 1b now J^ or the San Fernando Price. At the same time Mr. Harper 
aaya — ■ 



E BULINQ T 



r NO 



C SUBJECT TO 1 



TANK TKUCKa ABE 
E SAME BEOUIATIDNS AS 

SUBBTATION." 

Mr. Quinn replied on May 8th (Exhibit 4-E-5) that be would recommend the 
cancellation of the one cent differential between San Fernando and Castaic and 
he did not feel that it would be possible to secure the one half cent differential 
for deliveries to Castalc. Further, that he was awaiting the authority of the 
General Office to caocel the differentials referred to above. 

On May 15, 1917, Mr, Harper responded (Exhibit 4-E-6) in which he stated 
that In view of the distance to be travelled, he would like to ask if any attempt 
had t)een made to secure the business at the point in question at a differential 
of one half cent per gallon. On June 21, 1917 (Exhibit 4-E-7) Mr. Quinn wrote 
Mr. Harper " After a thorough investigation we can see no reason why we 
should not obtain one-half cent above the San Fernando price for delivery to 
Castaic, etc." 

This change was duly approved by the General Office In letter of June 25, 1917 
(Exhibit 4-E-8) and this difCerential of one-half cent stlU applies to date on 
deliveries from San Fernando to Castalc. 

The fact that for three months before this alleged agreement and for five 
months thereafter, the price differential remained the same and at a different 
figure than that which It is charged was agreed to should be sufficient reply to 
the suggestion that there was an arrangement. 

[Exhlbita ^E-1 to 4r-E-8 attached.] 

Ij08 Angeles, Cai,,. October If, 1916. 

List showing all Points Served by Substations 

Mr. H, T, Hakpeb : 

As per your request of July 31st, by HSMc/F, File R-322. upon the above sub- 
ject, we are enclosing herewith a list of our Sutratatlons showing all points 
served by each station, together with the distance and differential, also method 
of delivering. 

J. L, Quinn. 



:W 
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Los Angeles, March 14, 1917. 
List of poiDts supplied by main and sub'Stattons. 

Mr. H. T. Harpeb : 

We have yuur It-tUr Marcb 5th, by RGB-M, no file autnber, with which yoa 
enclosed a list showing a number of Instances where yonr record does not agree 
wiCli ours. We buve checked this over caretuU; and ure pleaned to advise as 
followe : 

LOS ANGELES. — We are charging no advance over Lob Angeles prices. 

SAVLSOa.—'We are charging no advance over Los Angeles prices. 

Af/AHBIM.— Your list shows Villa Park under Anaheim, whereas deliveries 
are being made by tank wagon from our Santa Ana sub- station to that point. 

BARSTOW. — Under Barstow you show Hinkley and Yermo as taking ^i 
over Barstow prices, which Is corrert. 

BltAWIjBY. — Un{lor Krjiwley your list shows Rockwood aud Bei'iiice. Kindly 
cancel these two points from your list, as we have no record of them. 

COACHELLA. —M&Ttiaex should be shown on our list, although at the pres- 
ent time we are not making any dellveriea to tliot point. fJovernment Date Gar- 
dens are located at Mecca: West India Gardens at Thermal, and the Cabazon 
Reservation at Coachella, which points are shown on onr list. Augustine and 
Torres are t>elng supplied by Coachella and should appear on our list. 

COLTON. — Under Colton you show Kenbrook. This should be Koenbrook, 
and deliveries are now being made to this point from our San Bernardino sub- 
station at an advance of ii. 

LA BOLSA.—Balhoa is now taken care of by Santa Ana. We have no record 
of Bella Beacb, and you will kindly cancel same from your list. East Newport 
Is the sarae as Newport Beach, and deliveries are being made from our Saata 
Ana sub-station. 

LANCASTER. — We have no record of any such point as Highway being 
delivered from Lancaster, but we are mailing deliveries to Lebec at an advance 
of two cents over Lancaster price, 

REDLASDB. — Under Redlands yon show Alton and Old Town, which points 
kindly cancel from, your list as they are no longer in existence. 

HAN FERNASDO. — You show Castrar, which no doubt wbould be Castalc, and 
we are charging an advance of 1^ over San Fernando price for tank wagon 
deliveries to that point. Boquet Canyon, Mint Canyon. Placeretia Canyon are 
nil being taken care of by San Fernando, at one cent advance. 

SANTA dJf A.— Under Santa Ana our list should show Delhi and Myford, which 
X)0lnts are being regularly supplied by that station. Qardena Is supplied by our 
Moneta sub-station. 

SANTA MOXIC A.— VnAer Santa Monica you show Ivy Park and Long Wharf, 
which points we are adding to our list 

In connection with Neuralia, which is 13i miles from our Mojave sub-station, 
it will no doubt be possible to obtain a dlfterentlal for deliveries to that point. 
and we will take this matter up at once, advising you later as to the differen- 
tial which we will be able to secure. 

We agree with you that one-half cent advance over San Fernando prices for 
deliveries along the Ridge Route Is not suillcient, and In future we will charge 
an advance of one cent per gallon. 

In accordance with your request, we shall be pleased to keep you fully in- 
formed of all changes in points supplied by our stations. 

J, h. QtriNN. 

JIS-N 

[ExHiorr 4-E-2.] 



Los Anoei.es, April 21, 1917. 

Subject: List of Points supplied by uibIm and snb stations. 

Mr. H. T. H&B7i3t: 

Supplementing our letter March 14th and referring further to your letter 
April 10th, B-S22-130. Upon further investigation we find that we will no 
longer be able to secure It differential to cover tank wagon deliveries from oar 
San Fernando sub-station to Gastalc, due to the fact that other companies are 
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making tank wagon deliveries at their aub-stattoD prices. The distance from 
San Fernando to this point as reported previously, 18 miles, Is Incorrect, same 
being but 16 mllee. 

It win also be necessary to cancel tlie 1^ dlflerentiBl for tank wagon deliv- 
eries from San Fernando to Placeretia Canyon, aa tills point Is but 12 miles 
from our sub-station at San Fernando. 

J. L. QuiKN. 

Cc-Mt. Dockstader. 

JIS-N 

[EIXHIBIT ^E-3] 

R-322-130 
San Frahcisco, Cal., Apr. 26, 1311. 
Subject : List of Points supplied bj main and sub-stations. 
Mr. J. L. QuiNN : 

We have your letter of the 2l8t instant. JIS-M, on the above subject, in which 
you state that you will no longer be able to secure It dilterentlal at Castalc and 
Flaceretia Canyon served by Tank Wagon from San Fernando. 

We infer from your letter that you have already cancelled the differential 
mentioned, although you do not say whether the dllTerential Is now at \i or 
'Whether yon are charging the San Fernando prices at those points. Please 
.advise on this point. 

In this connection we wish to emphasize the ruling that no changes are to be 
made in market prices escept on the authority of this office. Prices established 
«t various places on deliveries by our Tank Wagons or Tank Tmcfes are essen- 
tially market prices, and arc subject to the same regulations as prices at the 
actual point at which we maintain a substation. 

In view of the fact that we are now making extensive ose of motor equip- 
ment and are thereby In position to cover great distances, it Is more necessary 
than ever that the rule to which we are calling your attention be followed in all 
instances. 

H. T. Harpeb. 
GCM : HE. 

[Exhibit 4-E-4.] 



List of Points Supplied by Main and Sub-Stations. 

Mr. H. T, Harpeb : 

With reference to your letter of April 26th, file B-322-130, wish to advise 
that we would recommend the cancoliation of the 1* differentlal^covering tank 
wagon deliveries from our San Femaudo sub-station to Castalc and Placer- 
teria Canyon, for the reason indicated In our letter April 21st. We do not 
feel It will be possible to secure i4 differebtlfll for deliveries to those points. 

We again wish to assure you that changes of this nature will not be put Into 
effect until the matter has been taken up with your office and proper authority 
secured and we are awaiting such authority to cancel the differentials referred 
to above. 

J. L. QtniiN. 

JIS-N. 

[Exhibit 4-E-3.] 

R-322-130 
San Francisco, Mao 15. 1917. 
Subject: 
List of Points supplied by Main and Sub-stations. 
Mr. J. L. QuiNN : 

Referring to your letter of May 8, JIS-N above subject, In regard to de- 
liveries from the San Feruando, Cal. Sub-station to Castalc and Placerteria 
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CaDyon, wherein you request authority to cancel the differential of It now 
being obtained over the Sub-station prices for deliveries to these points. 

The distance to be traveiied In mailing deliveries to the points in question, 
we believe, fully Justifled our receiving the differential In question and before 
any further action is taken, we would be pleased to receive your advice relative 
to the amount of business we are enjoying at each point. 

In passing, would like to asls If any attempt has been made to secure the 
business at the points in question at a differential of a per gallon. 

We await your advice. 

H. T. Habfeb. 

HSH-H 

[Exhibit 4-E^] 



Los Anoelbs, Cau June XI, 1911. 

List of points supplied by Main and Substations. 

Mr. H. T. Habper : 

Referring to your letter of the 15th Instance on the above subject, file 



After a very thorough InvestiKation we can see no reason why we should 
not obtain H per gallon above San Fernando prices for deliveries to Castaie 
and Placerteria Canyon. Such being the case we are changing our records 
accordingly and henceforth our sales sheets for deliveries for Caataic and 
Placerteria will bear differential of it above San Fernando prices. 

J. L. QniNN. 
HAL-McS 

[Exhibit 4-E-7] 

San Francisco, June SS, 1917. 
Subject : 
List of Points supplied by Main and Substations. 

Mr. J, L. QtnNB : 

We have your letter of June 21st, HAL:MC8., above subject: After noting' 
contents we will make record of the differential of it per gallon to be retained 
for tank wagon deliveries from San Fernando to Castaie and Placerteria 
Canyon, 18 and 12 miles, respectively, from the Substation. 

H. T. Habpix. 

CC Mr. H. K. Fletcher, 

(Attention Mr. Haskell) 

[Exhibit 4-E-8] 

ITTFORUATION REGARDING ASSOCIATION ACTIVITIES. 

Question 5. The letter flies of the Standard OH Co. show that the company 
was promptly Informed regarding the various activities of the Independent 
Petroleum Marketers Association, and was furnished with memoranda cover- 
ing the discussion and agreements of the association members. A number of 
the memoranda of these meetings showed that, although not a member, the 
members of the association understood that the Standard was cooperating 
with them, as Indicated by the following: 

Answer. As a consequence of supplying a number of the members of the 
Independent Petroleum Marketers Association with oil products for resale and 
for use in their own equipment, the company's representatives frequently met 
different members of the Association. These members spoke freely of ttte 
activlUea of the Association and the information that the company obtained 
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In connection with such activities came lai^Iy unsolicited and was a matter 
of more or less common knowledge to the oil trade. Fnrthermore, the activi- 
ties of the Independent Petroleum Marketers Association were reported by 
salesmen and other erapioyees of the company through their contact with 
garaKemen and other dealers who were purchasing from the Independent 
Petroleum Marketers Association. The information that the Standard Oil 
Company secured was infomiatlon that was available to anyone in the ol! 
trade In Los Angeles and as stated, was a matter of more or less common 
knowledge. 

LOS ANGBLEB CITY BIDS. 

Question 5-a. According to memoranda of meetings held December 20, 1916, 
and January, 1917, the Standard Oil Co, and three other companies were to 
bid the same prices for gasoline required for the City of Los Angeles for 1917. 
The bids were submitted by the Standard Oil and other companies on Decem- 
ber 22, 1916, (Specification IK) and were identical in price for all companies^ 
These bids were rejected by the city and new bids were requested per Specifi- 
cation 155a. The same companies again submitted Identical bids as per agree- 
ment, and the city, being unable to obtain competitive bids from the oil coai- 
panles, the city purchasing agent was instructed to Issue regular purchase orders. 

Answer. So far as bids to the City of Los Angeles are concerned these fol- 
lowed the r^ular published prices of Standard Oil Company with one cent off 
as was the custom of the company In quoting to municipalities. There was no 
understanding in this r^ard with any one.' Municipalities were in the category 
with those customers who were allowed one cent off the list price. 

The following bids of this company cover all bids made to the City of Lo» 
Angeles between the dates shown, are a matter of company record: 
Specification 

No. 
130 June 7, 1916— 1# per gal. ofi" list price on gasoline 
138 June 30, 1916—1* " " " " 

254 July 7. 1916— 1< " 

257 July 25, 1916— 1« " " ■ 

257 July 22, 1916—1* " " ' 

155 Dec. 22, 1916—1* " ' 

155A Jan. 24, 1917-1* " " " " " " 

Sept. 18, 1917 to Dept. of Public Service, City of Los 
Angeles, 1* per gallon off. 

There are also attached circular letters to agents regarding quotations to be 
made to State, Municipal or County authorities as follows : 

Letter of July 16, 1914, in which Agents were given authority to bid for cer- 
tain company products Including gasoline, at one cent less than the regular 
market or list prica (Exhibit 5-A-l.) 

Circular letter of September 23, 1914 to Agents withdrawing the authority of 
July 16, 1914 and providing authority for quotations of 2i below the ruling 
market or list price on Bed Crown Gasoline and one cent below ruling market - 
or list price on motor spirits. (Exhibit 5-A-2.) 

Letter of February 4, 1915 to all agents withdrawing the authority to bid 2i 
per gallon ofC the prevailing market or list price for Red Crown gasoline and 
advising that in future Rod Crown gasoline was to be offered at a flat price 
based at one cent per gallon off the prevailing market or list price on date of 
proposal. (Exhibit 5-A-3.) 

Letter of July 21. 1916 in which the Los Angeles agent asks for authority to 
Wd, because of competitive conditions, 2< off the market price for Eed Crown 
gasoline to be supplied the Los Angeles City Aqueduct. (Eshibit 5-A-4.) 

Telegram of July 22nd in response to letter of July 21st refusing authority 
requested and directing the Los Angeles agent to submit Los Angeles Aqueduct 
bid for Red Crown gasoline according to r^ular classification on basis of one 
cent below present market or list price. This referred to Speciflcatlon 257 and 
was the company's bid of July 22, 1916, as shown In above list of bids. (Ex- 
hibit B-A-e.) 

with particular reference to Specification 155, we enclose copy of letter from 
the Lm Angeles Agent of December 16, 1916, (Ifxhihit 5-A-6) In which he 
calls attention to the notice to bidders, copy of telegram of December 19, 1016 
to J- L. Quinn, Agent, Los Angeles, from this office (Exhibit 5-A-7) in which 
Mr. Qulnn was advised to wire the approximate requirements of tie City of 
Los Angelea. Copy of Mr. Quinn's reply of December 20, 1916 in, whldi Mr. 
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Quinn reconimenclB blddiag one cent ofF the prevailing market price (EJxhlbit 
6-A-8) and inetruetlona to Mr. Quinn under date of I>ecember 20, 1916, to 
sabmit the bid to Uie City ot Loa Angeles on the basis of one cent off the ruling 
market price at time nnd place of delivery. (Exhibit 5-A-O.) The corre- 
spoudonce as shown ciirrles Mr. Qiilnn's i-ecommendation to bid one. cent uoiler 
the market but the price was entirely under the control of this office and in 
Instructing Mr. Quinn to hid at a price one cent under the market, the corapaoy 
was following Its previous cl ass 1 flea t ion practice and policy. 

The bids called for by Specification 155-a were prepared In this office and 
forwarded over the signature of the Vice President and followed the company's 
policy of one cent per gallon below the prevailing market price at time of 
delivery. The bid made was on the same basis as bids theretofore and tliere- 
after made by the company. 

[Exhibits 5-A-l to 5-A-9 attached.] 

San Francisco, July IB, IBIi. 

Proposals or quotations— State. Municipal or County Auttioritles. 

All Agencies (Except Nome) 

Dbab Sib: Should you at any time be called upon to submit proposals or 
quotations to State, Municipal or'County authorities, you may consider this 
letter your authority for making bids for furnishing Refined Oils, Red Crown 
Gasoline. VM&P Naphtha, and Engine Distillate nt prices on the basis of one 
cent (1*) less than your regular market price nt point of ddlvery. 

Please acknowledge retwipt. 
Yours truly, 

GMS-B 

[Exhibit 5-A-l] 

San Fbancisco, Cal., Sept. S3, I9I.i. 

Subject : Red Crown Gasoline to State Departments Counties and Municipalities. 
Deab Sib: In future you may make quotations and bids to State Depart- 
ments, Counties, and Municipalities on the basis of 2* below your ruling 
market price, at time and place of delivery, on Red Crown Gasoline. 
Yours truly, 

GCM:M 

Sent to tbe following Agents. 

Phoenix, Aria 
Portland, Ore. 
Seattle, Wash. 
Spokane, Wash. 
Tacoma, Wash. 
Honolulu, T. H. 

(EsHiHiT S-A-2] 

San Francisco, Gal,, February i, 1915. 



Portland 

Seattle 

Tacoma 

Spokane 

Honolulu 



DigitzrrlbyGOOgIC 



PACIFIC COAST PETROLEUM INDUSTRY. 175 

San Francfaco 
Oakland 
San Jose 
Stockton 
Fresno 
Sacra niento 
Phoenix 
San Diego 
Los Angeles 

Deab sib': Refening to oar tetter of September 23rd, 1914, in which yon were 
given permisdou to quote Red Crown GaeoUne on State Departmrnt, County 
and Mnnicipal bide at 2t per gallon oil the prevaUlng market price at the time 
of the proposal. 

May we ask that you kindly cancel these IsstmctioDB, and nntU further 
advised on these proposals, offer Red Crown Oasoliue at a flat price based on 1^ 
per gallon oft your prevailing market pri(« on the date of the proposal. 

We are referring particularly to requests which you are continually receiving 
for Binall quantities, so should you receive requests for prices from any of those 
mentioned above, which you believe would require special consideration, will 
ask that you take up the matter with this office before quoting. 

These instructions will also cover bids and qnotations to the United States 
<!iovernmeDt, wblch come to you direct, without pasMng through this office. 

Will you kindly advise if this letter is fully understood. 
Yours tru^, 

HTP:P 

PS, This will not make any change in tbe Instructions we have issued re- 
garding prices at which to bid on Engine Distillate. 

[Exhibit E-A-3] 



Los Angeles, Cai... Julv SI, 191S. 
Stakdabd On. Company 
Gasoline — l/>s Angeles Aqueduct Dept. 
Mr. H. T. Harpfh : 

The Aquetluct Department of the CHty of Los Angeles Is inclined to use 
Red Crown Gasoline and will tomorrow ask us for quotation. 

We are of the opinion that if we make them 2? per gallon oft our pre- 
vailing market price at date of delivery on Red Crown Gasoline that we can 
secure all of their business for the balance of tbe year, which Is approxi- 
mately 15,000 gallons per month. 

All of the competing companies have made quotations to them of 2* to 3(-' 
per gallon oft market price, and one company, the Rancho La Brea Oil Oo, 
quoted them 4f per gallon off, 

L'lxm receipt of this letter will you kindly advise me by wire If we may 
quote them 2tf per gallon off our prevailing market price at date of delivery. 
Tbls quotation must he given to the Purchasing Ageit of the Aqueduct 
to-morrow morning. He Is very friendly to us, and this Is the only oppor- 
tunity we have had to secure this business for some time. 

3. L. QutNit. 
Jt.Q:D 

[Exhibit 5-A-41 

San Fbahcisco, July 22, 1916. 
J, L. QuiNN 

Los Angeles, Cal. 
Referring to yonr letter July 21. Submit bid Los Angeles Aqueduct Red 
Crown Gasoline at flat price on basis of one cent below our present market 

H. T. Habpeb. 
GCM:M 

[Exhibit 5-A-5] 
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Staroabo On. Coupany 

Lob Anokleb, Cal., Dec. 16, 1916. 
City of Los Angeles Speclflcations No, 155 

Mr. H. T. Habpeb : 

Attached please find City of Lob AugeleB Specifications No. 155, whicli Isr 
notice to bidders for the requirements of tbe City on Petroleum Products for 
the year 1917. 

These specifications are identical with epeclficatlons Na 61. which were- 
used In awarding the bnsineBH of ldl6, with which we are all quite familiar. 

Will yon kindly fill oat the attached notice and mall to ub so that it will 
arrive here early enough to be presented on December 22, 1916. 

J. L. Qtjinn. 

JLQ:D 

[Exhibit 5-A-61 

San Fkancibco, December IS, 1916. 
Mr, J. L. QuiNH, 

Standard Oil Company, Log Angele*, Calif. 
Your letter December sixteenth advise by wire approximate monthly re- 
quirements of City of Los Angeles on products covered by proposal to be sub- 
mitted December twenty second. 

H, T, Habper, 
HSM-801 

(Exhibit 5-A-7] 

Specification No. 155- 

Los Anqelks. Dec. SO, 1916. 
H. T. Habper 
Sn. 
The city's yearly reqnlrements as follows: Two hundred thouBand gallons 
gasoline; twenty-five thousand galloos distillate; five thousand gallons coal oil- 
Would recommend bidding 1 cent off tlie prevailing market price at date of 
d^very on all Uiree products. Will yon kindly get this bid in tonight's mail. 

J, L. QinNN. 
[ExHTBrr 5-A-8] 

gpeciflciitlon No. 155 

San Fhancisco, Dec. 20, 1916. 
J. L, QtmiN, tos AngtHet. 

Tour wire date. Procnre proposal blanks and submit bid to City of Los 
Angeles as District Sales Manager, Unable mail bid from this office in time. 
Basis one cent off ruling market price at time and placie of delivery. Stipu- 
late maximum quantity Gasoline Distltlate, Pearl Oil to be furnished not to- 
exceed amounts quoted by you. 

H. T. Hasfes. 
B.05 P. M. 
HSM:M 

[Exhibit S-A-O] 

el honte boad five mile house prices, 

Question 5-!>. A memorandum of a meeting held January 17. 1917. stated that 
since tbe El Monte Road Five Mile House was now displaying a 20 cent sign 
the Standard Oil Co. and other companies would start in and clear up price 
cutting in Alhambra, South Pasadena and Pasadena, 

Answer. The El Monte 5 Mile Boad House service station situated on the 
El Monte Boad, was within the Los Angeles District and took this company's 
Los Angeles Ctly prices. This station generally sold at a price below the price 
qnoted by this company and purchased from the company for a short time, bat 
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competlnK confpanles olfered better prices and this company lost the business. 
During tbls period Alhambra, South Pasadena and Pasadena were supplied 
from the company's Pasadena substations and prices at these stations have been 
based at all times since early in 1918, on the Bl S^nndo Refinery price. 

With the exception of an Increase of one-half cent per gallon in gasoline, 
which was ordered In 1918 by the Federal Fuel Administration to, absorb the 
general freight increase throughout the country, the companya' price tor gaso- 
line remained unchanged from December 2, 1916 to June 10, 1918. 

The company denies that It was In any way concerned in any agreement with 
reference to prices in the sections above mentioned. 

LOS ANGELES HAKKBT CONDITIONS. 

Qaestlon 5-c. That there were Indications of a threat in the letter from Mr. 
V/. 8. Miller to J. L. Qulnn, dated August 15, 1918, In which Mr. Miller stated 
that the independent Marketers Association " could without doubt clear up the 
situation," referring to the unfavorable market conditions in Los Angeles. 
Continuing Mr. Miller said ; " I do not think It would be advisable to take this 
up with the Association, but if you should happoi to meet one of them, you 
might talk to him about it" 

Answer: Referring to Paragraph 5-c— Mr. W. S. Miller's letter August 15, 
1[)18 to J. L. Quinn, Los Angeles. 

During the war period Standard Oil Company was under the control of the 
Federal Fuel Administration and during this control the company's position 
nas that It wou'd make no change in prices unless so directed and authorized 
bf the Fn^ Administration. 

May 1, 1918. At the request of the Fuel Administration under the direction 
otMr. J. [M.] L. Regua. the company advanced its paying price for crude oil 25^ 
per barrel and at the same time and at the same direction, advanced its aslUng 
price for fuel oil at tide water, I5f a barrel. Also, at the same time, the Fuel 
Administration authoriaed an Increase In the price of gasoline of 2^ a gallon. 
The company did not feet that the conditions at the time mentlraied warranted 
sn Increase in gasoline prices as it was believed that there was ample stock of 
gasoline on hand to meet the seasonal requirements. The company's base price 
therefore, for gasoline of 2M per gallon was not changed and remained un- 
changed from December 2, 1916 to June 10, 1919, It was the company's under- 
standing with the representatives of the Fuel Administration that prices estab- 
lished by the Administration were to remain unchanged except on approval of 
the Fuel Administration. 

Mr. Miller's su^estlon to Mr. Quinn therefore was prompted solely by the 
fact that If the prices at which the company was selling Its product, which had 
the ai^roval of the Fuel Administration and which the company conld not 
change without the approval of the Fuel Administration, were prices not to be 
accepted by the company's CMupetltors, then the company was warranted In 
seeking the Fuel Administration and requesting authority to lower its prices 
la order to meet competition. On the other hand a reduction In the price of 
gasoline, undoubtedly would have alTected crude oil prices and would have 
defeated the very purpose of the Fuel Administration which was endeavoring 
to Increase production in order to meet war demands. 

Just prior to the correspondence in question, namely In Jnne, 1918, two of 
the chief competitors of this company raised their prices for gasoline. The 
change was not countenanced by the Fuel Administration and Immediately 
thereafter, on request of the Fuel Administration, the companies In question 
reduced their prices to the old level. 

The whole matter was one of war conditions which Mr. Miller wished to 
see rectified without the necessity of invoking the aid of the Federal Fuel 
Administration and without the necessity of asking for a reduction in gasoline 
prices which would defeat the object of the Fuel Administration to stimulate 
production. 

PBICB AGBBBMBNT9 IN HAT, 1*11. 

Question 5h1. That the home ofllce of the Standard Oil Ca was informed 
«t the Association's agreement (before It became effective May 6, 1919) which 
covered the prices to he charged for gasoline, and engine distillate and listed 
"the names of 20 peddlers entitled to a differential from the retail price. A 
memorandum of a supplementary agreement, dated May 8, 1619, specifically 
mentioned the Standard Oil Co. as one of the companies which would carry 
out the provisions of the agreements. 
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Answer: In reply tlie company repeats tbe answer made to QaeetloD 5 with 
respect to knowledge of the activities of tbe Ind^»endent Petrolenm Mar- 
keters Aggociation. The informatioD In this particular case came to the com- 
pany unsolicited and was passed along to the General Oftlce as a matter of in- 
formation only. It In no way affected the companr's prices or its policies and 
the company's prices continued to be the Bl Segundo Reflnery base prices. 
The company's prices compared with the prices established by the Petrolenm 
Marketers Association show that the company was selllnif to Uie automobile 
owner at list price, wliile the Independent Petroleum Marketers Association 
was allowing a discount of 5% on all coupon book sales. The company's price 
to peddlers was 2t off per gsllon on gasoline and i# oft per gallon on engine 
distillate, or 18J# and 12H respectively, while the Independent Petroleum 
Marketers Association price was 171( for gasoline and 12t for distillate to 
peddlers. Also the Independent Petroleum Marketers Association fixed a price 
on tank car deliveries on gasoline of 3f per gallon off the prevailing market 
price on date of delivery and IJtf per gallon off on engine distillate, while this 
company's price on tank car deliveries was 2f off the market price on gasoline 
and If per gallon off on engine distillate. (See circular letter of September 16. 
1918 to all Diatrict Sales Managers from the General Office, E^shibit 5-A-l). 

[EsBisn 5-D-l attached.] 

San Fbancisco, Sept. IG. Hut*. 
p~4-Cir. Prices Tank Cur Sales. 

All D. S. H. 

With reference to the present scbedule of prices on tank car deliveries. 
On receipt of this letter please make prices on tank car sales -of Refined Oil, 
Red Crown Gasoline and Engine Distillate as follows : 

Refined on ii per gallon below our full market price 

at time and place of shipment. 

Red (.'rown -Gasoline 2? per gallon below our full market price 

at time and place of shipment. 

Engine Distillate 1^ per gallon below our full market price 

at time and place of shipment. 
In making sales and rendering invoices, tbese price differentials must be 
observed, regardless of tbe trade or business In which the customer Is engaged. 
Please understand the differentials specified apply to tank car shipments only. 
Kindly acknowledge receipt 

H. T. Haeper. 
CC Mr. Monroe 
McCord 
Sutter 
GCM; TH 

[Exhibit Tv-D-l.] 



GASOLINE PKICes, APBIL, IMO. 

Question 5-e. That early in April 1920, the Standard Oil Co. recommended i 
that the Independents Increase the price of gasoline; and that the Los Angeles ' 
representatives on Api'il 9, 1920, " definitely asks If it is not possible Indepen- 
dents take such action," 

Answer : The company denies that It made any recommendations directly 
or indirectly, to the Indei)endentH with reference to Increasing the price of 
gasoline In April 1920, or at any other tinie. Furlheruiote, the company 
asserts that it has no understanding with any competitor with reference to the 
price of gasoline or price of any other product. The company's representative I 
in Los Angeles in April, 1920, states that no inquiry of the kind quoted, was 
made by him. I 



D,g,t7„lb,.GOOgIC 



PACIFIC COAST PETROLEUM IITDUSTET. 179 

COMHISSIOTfER'S LETTBK IN BE KINGMAN AND WATKB COUP AMIES CASES. 

FlCDEKAL TBADE COUMISSIOI* 

Washington, D. C. October e, 19^1. 
My dbab Mb. Kiugbbubt : 

Vour letter of September 28, 1921, r^lyiog to the Commiaalon'a letter and 
Diemoranduni of August 2etli, has been received. Your courtesy In furnishing 
the jiifonnatlon ctmtained therein Is greatly appreciated and the difficulty of 
assembling the data necessary to explain same transactions le fully recognized. 

Heferring to your ana wer to question 2. it is apparent'that your records did 
not disclose all of the activities of your agents regarding the conferences held 
with representatives of your principal competitor at Kingman, Arizona. It 
appears that several conferences were held and that on or about November 1, 
1015 your Mr.' Harlan met with a r^resentatlve of your principal competitor 
at Kingman and " assured him that prices would be maintained and sold at 
schedule'.', and on or about December 1, 1915, your Mr, Balaley promised "to 
line up with yonr competitor on the Kingman prices inside of ten days ". 

Referring to your reply to question 3a, the Commission's information is to 
the effect that the question of the differentials to water companies in the 
Imperial Valley " had been discussed from every angle " by your Los Angeles 
agent and your principal contpetitor who had " agreed that all the water 
companies In the Imperial Valley are entitled to 1 cent on'gasollne and i cent 
off on distillate ", and that on or about May 27. 1916, instructions were sent 
to your representative in the Imperial Valley that his quotation of 2 cents off 
on gasoline to water companies No. 1, 5, 7, and 8, must be withdrawn imme- 
diately and that future sales should be on the basis of 1 cent off on gasoline 
and J cent on engine distillate. 
Cordially yours, 

Chairman. 



SUFFLEUENTAKT STATEMENT ON KINGHAN AND WATEB COHPANIEB CASES. 

K. R. KiNGSBuBY, President. 

San F 
SIv DEAB Mb. Thompson ; 

Replying to your letter of October 6th ; 

In the particular cases to wblcli you refer ; fl 
Question #2), the record submitted by the con au 
28th to the Commission, shows conclusively tb 
price reduction of July 1, 1015, which was made m* 
tlie Kingman prices followed the El Segundo 
Mr. Ferguson, then the Company's Manager and 
In Arizona, and Mr. Harlan, then the Company's 
deny any understanding or agreement at any tlm gu 
sentative of the company's chief competitor 
there was no understanding reached is corrobor ted 
no resultant effect of such an understanding. 

Second. With reference to your Question 3 
letter of October 6th that an understanding wa 
about May 27, 1916, in the withdrawal of cert 
Water Companies and the establishment of pri 
competitor of one cent oft on gasoline and one h 
As we hav^ stated before, we are unable to ft 
May, 1916, but our records do establish that In h 
ing, June 1916, our prices to Imperial Water Co 
gasoline and one cent off on engine distillate, 
trlct, Mr. J. L. Quinn, strenuously denies that 
arrived at an understanding with our chief con pe 
as to prices, and again the denial is corrobora ed 
of any such understanding is found wanting 
thirty days of the alleged understanding. 
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Tbe Standard Oil Company 1b not reapoDsible for the unaatboriied atatemeata 
of Its bundreds of ag^its and obviously not for the statements of the agents 
of competitor companies. The company's policy with respect to prices is firmly 
and definitely Used. It cannot control the activities of Its agents further than 
to use every endeavor to enforce from them as it always has done, strict com- 
pliance with the principles of the company In respect to price matters. 

The company has not had and has not now any communications written or 
verbal, witb competitors on the subject of prices. It has not made and makes 
DO agreements or understand tngs of any kind, on the subject. Prices for its 
commodities are established by the Directors at the home office in San Fran- 
cisco. Tbe Directors know of no better safeguard la this respect than to re- 
tain complete control of the establishment of prices for the company's products 
and to leave none of it In Che bands of agents. In that way the Directors 1>e- 
iieve that violation of the law in this respect will become impossible without 
their knowledge and with their knowledge none has been or will be pennitted. 

We submit that the instances gathered from tbe company's flies covering a 
period of the last seven years, disclose no instance of price increfise pursuant 
to agreements with competitors so that whatever talk or statements by agents 
may have occurred, these have been idle and without result so far as the com- 
pany has been concerned, as Indeed they were without authority. 

If, after consideration of the facts herein, together with the facts contalited 
in our letter of September 28th, there is any doubt in your mind as to our 
good faith and integrity I will be glad to come to Washington, if you so desire, 
as soon as It la possible for me to leave here, provided the threatened Railroad 
strike does not Intervene. 
Sincerely yours, 

(signed) K. E. KiNGSBUST. 

Hon. Huston Thompson, Chairman, 

Federal Trade CommiaHoti, Wofhington, D. C. 



ANSWER OF ASSOaATED OIL CO. 

Paxil Shoup, President. 



Mr. Huston Thompson. Cliairman, 

Federal Trade Commiation, Wathington, D. C. 

DBAS Sib: With reference to your telegram of September 24th and your 
letter of August 26tb inviting an explanation of certain facts regarding com- 
petitive conditions disclosed by correspondence of oil companies in California 
and my telegram to you of September 29th, in the same matter: 

Neither myself nor any of the executive officers of the Associated Oil Com- 
pany have any personal knowledge whatsoever of the matters mentioned in 
your letter. We have carefully examined our correspondence files and find that 
they disclose nothing whatsoever relating to the matter. I have commtini- 
-cated with our present District Agent at Portland, Oregon, who was in charge 
of our Agency at Oxnard during the time when the incidents mentioned by you 
are alleged to have occurred, and he states very positively that such changes 
in discounts as were made at that time were made solely on his own motion and 
without consultation with or su^cestlon from anyone else. 

If there is any further information we can give you with respect to this 
matter, please command us. 
Tours truly, 

(signed) PAfL Stloup. 
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OP ASSOCIATIONS LETTKK TO COIOIIB8ION. 



Los Akgelbs, Oal., September 20, 19S1. 
Sir. Nelson T. Oaskiu, 

Vhatntum Federal Trade CommUtitm, Watkington, D. C- 

Deab Sm: Further replying to your request of recent date and concerning 
memoranda sobmltted as to activltiea of tfie Independent Petroleum Marketers' 
Association, beg to say that in the year 1915, the Independent Petroleum 
marketers Association found it necessary to associate themselves together 
for the purpose of protecting themselves against a competition which meant 
their rufn, and at that time it appeared to them that it was necessary to stahilize 
the business In this vicinity or the " Independents " would be entirely elimi- 
nated from the field. It was a long and hard struggle, and It was only through 
the cooperation and assistance rendered by frequent meeting and exchange of 
'Views, that the independent marketers of gasoline and oil products have sur- 
vived the days of ruinous comitetltlou. It may be that in the early history of 
-the Association things were done that, In view of subsequent Federal and State 
Regulations, would be subject to -criticism. There has not been for a number 
of years, any attempt made at price fixing or any acts done tending to create 
a ni<Hiopoly of the business or flk prices. 

We are not cognizant of any acts on the part of the members of the Asso- 
rfalion which in any way affect interstate commerce, or had any bearing upon 
the industry other than In the city of Los Angeles and Its environs. 

The above statements also apply to the activities of the California Petroleum 
Slxchange which was simply a marketing organization for our members. 

It is the desire of this Association and all of its memtiers to comply with 
«very Federal and State regulation having to do with our bnsiness and If there 
is any specific instance where It would appear that we Itave been engaged In 
Interstate commerce In any form or faslilon, we will be glad to comment on or 
explain the matter. 



[ beg to remain 

Very truly yours, 

(Signed) 



BBPORT OF HEABING BBPOKK T HE COMM aSTOW OF THE BKCBBTART OF THB H 



OCTOBEB 7, 1921, 2: 30 P. M. 

Before Commissioners Huston Thompson, Nelson B. Qaskiil, Victor Murdock, 
John F, Nugent. 

Appearances: Dr. Francis Walker and Wm. H. England, for the Commission. 

H. H. MaxBon, Secy, and Hgr., Independent Petroleum Marketers' Ass'n; 
Oarl Hutcbins Richmond, for the I. F. M. Ass'n. 

Mr. Thoufsoit. The meeting today Is for the purpose of hearing from Mr. 
S. H. Maxson, Secretary of the Ind^iendent Petroleum Marketers' Asa'n, in 
respect to an investigation that was made under the Polndexter Resolution. 
being Senate Resolution No. 138, calling upon the Federal Trade Commission 
to make an Investigation of the oli situation upon liie Pacific Coast. Notice 
Jias been sent to the Standard Oil Company of California. 

Dr. Wauceb. Various oil companies. 

Mr. Thoupsor. Various oil companies in California. 

Dr. Walker, Standard OH Company of California, Union OH Company, Asso- 
ciated Oil Company, Independmt Petroleum Marketers' Ass'n and the Exchange. 
80771—22 13 
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Mr. Thoupbon. Will you state the companies from whom we have had 

responses? 

Mr. Bngt.akd. All of the companies hftve sent a response. In the caae of the 
Standanl, I aasume from their answer tliat they probably will send more supple- 
mentary Information, because there are a couple of points on which they say 
their examination has not been completed; but the other answers are complete. 

By Mr. Thompron. Mr, Maxson, have you had submitted to you a series of 
questions to be propounded today? 

Mr. Masson. I have your letter of the 26th of August, summarizing two let- 
ters in whieh you have referred to correspondence between myself and certain 
members of the Association, and certain memoranda, rough memoranda, which 
are in the files. 

Mr. Thompson. Dr. Walker, you have a statement which yoo have submitted 
to each one of the members of the CommlssliHi, consisting of a series of para- 
graphs, 15 in number, I believe. 

Dr. Walkeb. Yes, this was prepared and transmitted, as I understand, nnd 
as Mr. Maxson Just said, in the letter referred to, for hts information as to the 
points which it seemed important to the Commission he should answer, and give 
any information other than that which appeared to be justlflal by a perusal of 
the correspondence and memoranda, set down briefly in this memorandum. 

Mr. Thompson. I think we had better take tbis up in order and propound the 



Dr. Walkee, Each paragraph contains a statement of what the correspond- 
ence, etc., appears to indicate, and If that appearance was not Justified by the 
facta, it was thought that Mr. Masson could give us any further necessary ex- 
planation, and as I understand, you want me now to read each one of those 
statements seriatim. If you want me to add any explanation, I will do it. 

BIr. Thompson. We will proceed with the first. 

Mr. Engiand. Quite a number of the memoranda are practically the same. 
I have hud copies made of the important letters, and copies have been handed 
to the Chairman and Mr. Maxson so that they can refer to them. 

Mr. Maxson. This wire of yours came at a time when our attorney was away. 
All of the correspondence had been placed in bis hands, and I am handicapped 
to the extent that I haven't the correspondence to refer to. I asked Mr. 
England to make copies of the particular ones referred to here. 

Mr. Walkek. (Paragraph 1 of memorandum read as follows:) 

" The members of the Independent Petroleum Marketers' Association agreed 
to adjust all price ' differentials to precisely the same basis throughout your 
list of customers ' and tliat ' all market changes ' should ' take place slimil- 
taneously.' (See letter sent to all members of tlie Association Sept. ^, 1915.)" 

Mr. Maxson. As far as I know, gentlemen, that lettpr is probably a copy of 
the original ; bu^ I have no defense to make. It was back in 1915, and in 
accordance with a letter recently written, that in the past certain things have 
been done that were probably not strictly In accordance with the law. I don't 
know whether they were or not ; but the developments in recent years would 
seem to indicate that that is true. We have gotten away from that altogether. ■ 
Our organization is purely a business metfs organization, as in other lines 
of business, for the purpose of securing information and disseminating it 
among our nrembers for the good of their business, the promotion of more 
efficient marketing, and the defense of the industry in different ways, such as 
adverse legislation, false publicity, and various other ways In which the 
organization is attacked. We tielleve that cooperation Is to our best interests 
in many ways; but always it Is our aim to keep very rigidly within tlie law. 

Mr. G.^sKiLL. Do you know when the practice manifested by this letter of 
the 22nd of September, 1915, was abandoned? 

Mr. Maxson. Well I think since 1917, as far back as I remember; I don't 
think yoii will find anything subsequent to that date that will have a tinge of 
any exception to the mie. 

Mr. Thompson. Were you secretary of the Association in 1915? 

Mr. Maxson. Yes; I assumed that ofiice In July, 1915. 

Mr, Ebqlanb. There is one suggestion I have to make. Mr. Maxson stopped 
in my office a little while, and he referred to conditions at the time of the 
organization of this association, and I thought probably he would take that 
up this afternoon. I think it would be well if he would give us something of 
the conditions Just at the time this association was organized, and the reason 
this letter was written. This was the first agreement that we found after the 
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assodBtion was organized practically a year before tbat. I think it was 
organized In November, 1914. 

Mr. Makson. It was incorporated in February, 1915, I mlgbt read this 
letter that I wrote to Mr. Gaeldll rec^tly in response to his letter, thongh yon 
have It in soar fllea, 

Mr. Gaskill. It was circulated and is a part of the general knowledge of the 
Commission. 

Mr, Maxbon. You understand that In the early years of the existence of the 
asaoclatloa. due to the chaotic conditions, what you call cut-throat competition 
existed and threatened the very existence of the Independent refiners in that 
field : Id fact, two plants went out of existence at that time. There were others 
tbat barely Burvived and have tieen able to remain in business. 

Mr. Nugent. What meaning do you intend to convey by the word " Inde- 
pendent " ? 

Mr. Maxson. There is only one meaning, and that is, the Standard Oil Com- 
pany is not eligible to membership. Anyone that !s a competitor of the Standard 
Oil Company la, anyone outside of the Standard Oil Company of California. 

Mr. Thompson. If you don't wish to make any further statements, proceed 
with the second paragraph. 

(Second paragraph read by Dr. Walker, as follows) 

"The members of the Independent Petroleum Marketers' Association 
met on September 21, 1916, and agreed that the wholesale price of engine, 
distillate fihoviid be 8 1/2 cents per gallon or 1 cent below the current retail 
price ; and that the wholesale price of gasoline should be 17 cents per gallon 
or 2 cents below the current retail price. All members were directed to 
furnish the Secretary of the Association with names of cnstomers holding 
contracts for these products at prices differing from the above, and it was 
agreed that prices to such cnstomers should be adjusted to agreed prices 
on the expiration of the contracts. The members were also to ' Immediately 
fumisii the secretary of the Association with the names of all retailers they 
now supply who are advertising and selling gasoline at less than the retail 
market.' (See ijiemorandum of Association meeting September 21, 1916.)" 

Mr. Masson. That is explained in this way : There was a differential given 
to the resellers of gasoline and engine distillate at that time (engine distillate 
not being on the market three years ago) which barely guarantees a profit to 
the reseller of those products, In one case a cent and the others two cents to 
the Independent resellers of those products. Our people being refiners and 
marketers, in many instances sell to the retail trade ; In other Instances retailing 
themselves, that spot-llghta the differential to resellers. 

Mr. Gaskill. Tending to price imlforraltyT 

Mr. Maxson. That is a matter for each individual company to decide, and It 
was decided individually. Each and every company had their own prices and- 
thelr own differentials. 

Mr. Thompson. Didn't they make this agreement at this meeting on Sep- 
tember 21, 19167 This memorandum says they met at that time and agreed that 
the wholesale price of engine distillate should he certain figures. 

Mr. Masson. Well, whether they met or not, !t would have been a matter 
that they would have determined themselves very likely. The meetings of 
the Association are never binding upon any member of the organization. They 
go back to their own offices and do as they see fit to do. It seems to be Implied 
that these agreements are written and very rigidly enforced, but as a matter of 
fact, there Is no agreement in the ordinary sense of the word made at any 
meeting. 

Mr. Nugent. Written? 

Mr. Maxson. No. 

Mr, Gaskill. A common understanding? 

Mr. Makson. There may have been a common understanding. 

Mr. Nugent. Generally speaking, when there is a common understanding, ia 
that abided by by the members of the Association? 

Mr. Maxbon. Very seldom, practically never, as the result of such meeting. 

Mr. Thompson. I wonld think, after such experiences they would have learned 
that the meetings were useless and would have discontinued them, 

Mr. Maxson. There are other benefits to be derived aside from that feature. 
The information referred to is the means by which they fix their prices, more or 
less, together with such investigations as they themselves may make. 

Mr, Gaskill, This was intended to operate as a DDiform price, wasn't it? 

Mr. Maxson. Yea. 
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Mr. OAaKiLL. Precisely as your agreemaite w<th nltgence to pompa and 
tanks and dlstilbatioii to the retail trade was Intended to be unltorm? 

Mr, Uaxsor. Pumps and tanks yes, because we consider that unfair compe- 
tition in BO far aa pumps and tanks were given as an inducement to take some 
of our gasoline or olL Through our efEorts I think that has been largely elimi- 
nated out ther& 

Mr. Thompson. Proceed with Paragraph 3. 

(Paragraph 3 read by Dr. Walker as followB:) 

"As a result of the action taten at the meeting of Sept. 21, 1916, all 
wholesale quotations of gasoline at 16 cents vanished on October 1, 1616, 
except contract sales, and the secretary of the Association had a complete 
list of all such contracts. <8ee memorandom of Association meeting of 
October 4, 18ia)" 

Mr. EiioiANv. I think that was a long one. We didn't get time to have that 
copied. 

Mr. Maxsom. Without having a copy to refresh my memory, I am Dot saffl- 
dently conversant with It to »ay what that la all about. 
, Mr. Tkoufsor. Have we a copy here? 
I Mr. Abnold. I have one. 

Mr. EnoLAno.'TUs Is a memorandum of meeting of October 4, 1916. The 
second paragraph says that the Wllshire and Richfield Oil Companies are Bub- 
udttlng lists of their contracts to Mr. Maxson, who will have a complete record 
on the 16 cent price. All 16 cent price quotations vanished on October 1st 
exc^t the bona flde contracts of the Wllsliire and Richfield Oil Companies. 
One of the principal distributors in the South Broadway district la the Broad- 
way Auto Company, Mr, Luckllghter, who has a 16 cent contract with the 
Richfield Oil Company which expires in August of 1917. He sells gasoline at 
from 17 to 17j cents. 

Mr. Thoupsor. You have refreshed your memory now, have you Mr. Maxson? 

Mr. M&xsoN. Tes. W^, that Luckllghter Incident I think I can explain in 
this way : The retail marketers had a price of 19 cents. 

Mr. EnoiiAKD. You mean the Standard Otrs price, plus 2 cents for distribu- 
tion? 

Mr. Maxson. The Standard Oil's retail price for gasoline — 19 cents. Mr. 
Luckllghter had an accessory house. His principal fausiness was automobile 
accessories, and gasoline was purely incidental to his bastaess. He had one of 
these gsBoline buckets on his curb, where he sold gasoline at cost, practically 
at cost, '2 cents under the retail price mentioned here. Within a bli%k of him 
are two other service stations, Independent products fellows, that are depend- 
ii^ for their livelihood upon the business of those stations, to whom the 2 cent 
profit on gasoline meant either their rise or fall. Mr. Luckiighter's persistence 
In selling gasoline at cost came very near resulting in the going out of buBiness 
of both of the other service stations. What was done by the refiners was done 
in protection of the competitors of this man Luckllghter, in an effort to per- 
suade him to sell his gasoline at the market price, or at a profit to lilmself 
whether at the market price or not. 

Mr. Thompson. All right. Dr. Walker. 

(Paragraph 4 read by Dr. Walker, as follows:) 

" During the latter part of September, 1916, lists of all resellers of gaso- 
line in Los Angeles and vicinity who were selling ' under the market price 
of 19 cents ' were sent iu to the secretary of the Association, who reported 
at the meeting of October 25, 1916, that ' practically half of the 69 18-cent 
signs have been eliminated since the Ist of October.' (See memorandum of 
Association meeting of Oct 25, 1916.)" 

Mr. Maxson. Well, 1 don't take credit for bo much good work, half of the 69 
18-cent signs. That was as much the result of the individual oil companies, 
who evidently succeeded In perauadlng their customers that they were not 
making a living on less than 2 cents a galloo on gasoline. 

Mr. Oaskill. Was that action by ttie individual companies In pursuance of, or 
In accordance with, a commou understanding they reached at an association 
meeting, with reference to the uon-profltable sale of gasoline at 18 cents? 

Mr, Maxson. It was probably the result of Information they secured, but not 
an agreement to do so. 

Mr. Gaskiix. Do you remember whether it was discussed at any meeting? 

Mr. Maxson. I believe It was at an Informal sesaion. 

Mr. Gaskill. And a consensus of opinion reached? 
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Mr. M&xaoK. That la hard to Bay. No vDte was taken — purely informal meet- 
ings following formal aesslous. sometimes in other offices, sometimes in my 
office, sometimes on the street, or elsewhere. 

Mr, Nugent. Was that the opinion that was generally entertained by the oil 
companies? 

Mr. Masson. Yes. 

Mr. NuQBHT. You think it was dne to their Interest tiiat about half of the 69 
retailers increased the price of gasoline, becanse they had been persuaded that 
they coutd not mabe a profit at 2 cents tielow the market? 

Mr. Maxsoh. Tee, 

Dr. WAtJtER. These retailers who had 18^»nt signs had been selling one c«it 
below the standard market? 

Mr. Max BON. Yes. 

Dr. Waikeb. One cent nmi^lnT 

Mr. Masson. Probably so; hut any concern selling only 150 gallons a day 
could not exist on one cent. 

Dr. Waucbb. Some one like the Lucklighter people with other businese could. 

Sir. Massor. Possibly. 

Mr. Nugent. Then, Mr, Maxson, as I understand it, the contracts referred to 
meant that some of the refiners had agreed to furnish certain stations with 
gasoline at a certain price covering a certain product. Now if the price went 
up. they still sold it at IB cents under the contract? 

Mr. Maebon. Yea. 

Mr. NirnENT. Now a man could sell at 18 with 2 cents margin and he one cent 
under the retail price? 

Mr. Maxson. If he had a contract at 16 cents, he would be making a 2 cent 
profit at 18 cents, or one cent under the market. 

Mr. Nugent. How long had that situation prevailed, Mr. Maxson, the sale by 
the retainers two cents below the standard price? 

Mr. Maxson. In this case it was but one cent below the Standard price. I 
don't quite understand. I can express the thing in a general way. When this 
condition existed in 1{I15. the range of prices of gasoline in Los Angeles was all 
the way from 12 to 20 cents. Subsequently the range has been decreased, until 
today It is not over 3 cents, though competition Is as ke€n as ever. 

Mr, Nugent. The matter mnning through ray mind is why, if the retailers 
themselves were satlafled to sell at the prices at which they did sell, the refiners 
should be so solicitous of the welfare of the retailers that they should Induce 
them to believe that they were not making a profit by selling below the standard 
Iffice. 

Mr. Maxson. That was due to the fact that there were other stations, and 
they would have been forced out of business. 

Mr. Nugent. How long had these retailers referred to been selling at the price 
they were selling at, prior to the time the refiners induced them to believe they 
were not making sufficient profit? 

Mr. Maxson. Some for months ; some for days. The condition still exists to 
some extmt 

Mr. NuoENT. Why did the refiners endeavor to Indnce the retailers to believe 
they were not making sufficient profit at the price at which they had been 
selling? 

Mr. Masbon. They were our customers. We were intercBted in seeing that 
our customers succeeded. Taking Into account their overhead costs^ we thought 
it was to our Interest to see to their Interests to the extent of promoting more 
efficient buBiness relations. 

Mr. Thompson. Su^xise, however, one of these concerns was in another busi- 
ness, and Just did this as a side line or to draw petals to their place of busineaa ; 
how could you flgnre it would he necessary for them to raise the price in order 
to be successful? 

Mr. Maxson. So far as that Individnal himself was concerned? 

Mr. Thompson. Yes. You must have had cases lilce this, ok a side line, as a 
means of drawing people to their stores. 

Mr. Maxson. From the total profits of his bnslnesB he could sell gasoline at 
less than cost and still have a limited profit ; but while he was a success in the 
antomobile bualness, he was driving others out of business who were depending 
on their gasoline and oil business solely. 

Mr. Enoland. Luckilghter was one of the cases Mr. Tltompson was refer- 
ring to. 

(Paragraph 5 read by Dr. Walker, as follows:) 
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"On Jan. S, 1917, membera of the Association were directed (effective 
Jan. 15,1917) to: 

1. Refuse to sell gasoline to any costomer who will not display the retail 
market price. 

2. Furnish no peddler who wm resell ac a greater differential than 2^ or 
who permits the retailer to display signs under the retail prices. 

3. Not renew contracts except at 2# below the current market price at 
date of delivery. 

(See memorandum mailed to members Jan. 5, 1917.)" 

Mr. MA380N. That was really a memorandum of mine, for my reference, bot 
was never executed ; to the best of my belief it was not executed. 

Mr. Thompson. In other words, It was not seat out to any one; is that the 
idea? 

Mr. M4XSON. Yes. Copies were sent out merely as information, but not with 
any obli^tion to execute. 

Mr. Gaskill. On what impulse was It sent out ; what was the moving cause? 

Mr. Maxson. It was with the Idea of stabilizing conditions to some extent. 

Mr. GAfiKiu. Did you consult with any one before sending It out? 

Mr. Maxson. No; I believe not. That was four years ago or more. 

Dr. Waleeb. What does "directed" mpan there? 

Mr. Maxsor. That is In your letter, not in my memorandum. I thint that 
Is a jdirase in your memorandum ; that doesn't appear here. 

Mr. Thompson. Do you know whether, after jou sent this out, any of them 
were not abiding by these directions or suggestions? 

Mr. Maxson. I can't specify any instance; but I am satisfied it was consid- 
ered a memorandum to follow or not as they saw fit. 

Mr. NuoBNT. What Is the scope of your authority? 

Mr. Maxson. I have been very particular ever since I have been in this posi- 
tion. I have had as little authority as any man could posslUy have — authority 
from the standpoint of Issuing bulletins that meant they should abide by them. 
My position Is purely a clearing-house for information on the condition of 
stocks or credits, or anything else of value to our members, from whl(^ Infor- 
mation they can govern their own business as they see fit. 

Mr. Ndqbnt. In sending out the memoranda you act entirely on your own 
initiative, without instructions from your Association officers? 

Mr. Maxson, Tes. 

Mr. Ndoent. Without having been authorized by any meeting of the olBcers? 

Mr. Maxson. That is true. 

Mr. Thompson. Was there any objection at any time afterwards by the Board 
of Directors or other officers to your having sent this oat? 

Mr. Maxson. I recall no objection. 

Mr. Ntjoent. Do you know whether or not ttie members of the Association to 
whom you sent the memorandum acted on the suggestions contained in it? 

Mr. Maxson. I could not say four years later. I can't remember whether 
they did or not. 

Mr. Nugent. Was the matter contained in that memorandum ever again 
brought to your attention in auy meeting — I mean that particular memorandum? 

Mr. Maxson. Only the subject-matter ; not that particular memorandum. 

Mr. Nugent. Was any objection made by anybody to your sending out those 
directions or instructions? 

Mr. Maxson. No. 

Mr. Gaskill. Was any statement made that It had not been carried out at 
any subsequent Ome? 

Mr. Maxson. Tes; statements made; in fact, this was noticeable in the signs 
themselves, 

Mr. Gaskill. Any complaints made that members had not carried out the 
memorandum? 

Mr. Maxson. Ncj serious complaints, 

Mr. GASKnx. Any statements calling attention to a better compliance with It? 

Mr. Maxson. Occasionally some one. 

Mr. GASKn.L. Who would call them to account about It? 

Mr. Maxson. I used to myself try to occasionally, especially where the qual- 
ity was considered better by the consuming public. 

Mr. MuBDocK. There is Included In this memorandum I have, but not In Dr. 
Walker's, a fourth instruction — 

"Any retailer who elects to haul his own or associates' gasoline will be 
Charged the r^ular 2i differential at refiners' tanks," 
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Does tbftt mean tliat if I was adllag gasoline and wanted to get gasoline at a 
lower price I could do so by going to the refinery? 

Mr. Maxbon. Tbeee little plants baven't facilities for handling imy more ttian 
they cun with their own equipment, and are not ordinarily encouraged to pur- 
chase equipment required Id coming to the refineries. You know the rules and 
regulations cover that. Some outsider might come In there with a tank wagon, 
and in some way It might cause a fire or exploaion, from static electricity, for 
instance, as we have had it happen from that very cause; tbougb et the present 
time, where there are facilities for having outside equipment, tbey may come to 
tlie plant and secure gasoline at the cost price, which is 2 cents, sometimes 3 
cents, under the retail market. 

Mr. MusDOCK. Your answer doesn't satisfy me; I don't know whether you can 
or not. It is one thing for a refiner to prohibit the visit of a tank wagon to 
his establishment to prevent fire; It is quite another thing to induct him that 
if he does come he roust pay a certain price at the plant What I want to get 
at is, what is the reason, if a retailer went to that plant, Bre or no fire, why was 
be charged that particular differential^ 

Mr. Maxson. We ilellver It to bis station any time he wants it. 

Mr. MVRDOCK. It was simply a deterrent to keep him from coming there to 
the plant? 

Mr. Max SOS. Yes. 

(Paragraph 6 read by Dr. Walker, as follows) ; 

" On Jan. 10, 1917. It was ' agreed that none of the members (of the Asso- 
ciation) would take on the Five Mile House on El Monte Road, unless tbey 
displayed a 20* sign and that should any similar case arise in the future, 
drastic action would be taken to bring tbem Into line.' 
(See memorandum of Association meeting Jan. 10, 1917.)" 

By Mr. Maxsok. To the best of my recollectioa, that El Monte road bouse 
was another case of a man not selling at any profit,, which naade him a poor 
credit risk for those who were selling to him. 

Mr. NuoBNT. How far was he out of town? 

Mr. Maxson. El Monte is about 10 or 15 miles out of Hios Angeles. 

Mr. NUQENT. A road house? 

Mr. Massow. a filling Station. 

Mr, NuoENT. Are there any other retail oil dealers In El Monte except this 
particular man 7 

Mr. Maxson. I don't remember whether there are any others or not. 

Mr. NtiGENT. If he was selling gasoline at a distance of 15 miles from Loa 
Angeles, how would that effect competitors in his neighborhood; how contd it? 

Mr. Maxson. I say It would affect bis credit with those who sold to him. 
That is another aide we have to look out for. If a man Is buying from us and 
selling at a loss, or is not making a profit, the chances are we will never see 
our money. 

Mr. Thompson. What Is the Five Mfle House? 

Mr. Maxson. A service station. 

Mr. Thompson. Is Its sole business the oil business? 

Mr. Maxson. Yes. 

Mr. MuBMCK. In that paragraph of the memorandum there Is a tangle of the 
personal pronouns. I am going to ask you to follow and see If I get your mean- 
ing; "It was agreed that ncme of the members would take on the Five Mile 
House on EI Monte Itoad unless they displayed a 20* sign, and that should any 
similar case arise in the future, drastic action would be taken to bring them 
Into line." Have I got your meaning; does that first "tbey" and the last 
" them " mean members of the assodatton? 

Mr. Maxson. I think that has reference to the owners of the Five Mile 

Mr. Thompson. The last " them " has? 

Mr. Massob. No; that refers to similar cases; the "they" purely applies to 
the El Monte road house. 

Mr. Gaseiix. Consider that in the light of the next paragraph of the memo- 
randum of the meeting: 

" It was also agreed that In case one of the members was endeavoring 
to straighten up one of bis customers or one of the customers of a legiti- 
mate peddler, that all members of the association would stay away from 
the customer in question for a period of 60 days." 
What do you mean by " straighten np " cnstomers? 
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Hr. Maxbok. The same answer wonld appl; to that as In the other case; 
it waB in line with the endeavor to Bccure the sale of gasoline at a profit 

Mr. Gaskili. That is to say, if he felt that a customer was not retailing at a 
Bofficiently high price, he conld pnt prennre on the asaoclatlon so aa to let 
him have free swing at his customer? 

Mr. Maxson. To some extent. That was never complied with. 

Mr. NnoBNT. And that no other member should sell to him. 

Mr. Gabkiu. It Is noted the next sentence following the one " This wonld 
give the supplyii^ part^ a chance to straighten them up " reads : 

" The real making of this agreement was to beep the salesmen of the 
different companies from camplni; oo the customer's trail when it had de- 
veliyied that the supplying party was experiencing trouble in bringing this 
offending customer Into line." 

In other words, all m«nt>ers of the Association were to keep away from that 
particular customer for a period of 60 days, weren't they7 

Mr. Maxboh. That doesn't sound like my wordii*. I think that Is an In- 
struction taken from a rough memorandum. However, that waa the implied 
intention, yes. 

Mr. Gaskili- Now take, for Instance, this El Monte road house, where the 
member of the Association supplying that house apparently felt that the (olce 
maintained tiiere was too low ; did that member have an examination made of the 
cost to the Et Monte house to determine whether, as an actual fact, in that 
individual case the price asked did bring a limited profit Into the margin, or 
was It a pure assumption that the price was insufficient? 

Mr. Maxson. It is comparatively easy to look at a station and say that, as 
to whether It is a profitable business. It Is a part of the salesmen's training 
to assist the customers to do a profitable bu^ness by good service at the sta- 
tions, painting or fixing them up to make them attractive to their customers, 
to assist his customers to succeed. 

Mr. Gabkill. Then the salesman, as an expert, would ,appralae from his 
own point of view the question of whether or not the price asked was bringing 
a profit to the retailer, and determine whether the price asked was a proper 
one or not ; is that correct? 

Mr. Maxson. Not necessarily ; not without consulting the retallM. They 
consult together, and naturally the companies are In better position to know 
than the little fellow who starts a service station. 

Mr. Gaskiix. Apparently the member supplying the El Monte station was 
having difficulty, and he was to have 60 days to wrestle out that problem with 
the Et Monte proprietor. Was any examination made of any books to ascertain 
the actual cost of selling gasoline at that station? 

Mr. Maxson. I don't know ; I presume so. That I only tiad from the conf 
pany concerned. As a matter of fact, I didn't go Into the qnestlon at that 
service station. 

Mr. NuoEHT. If a man with small capital was engaged in retailing gasoline, 
he would not last long if he did not sell at a profit 

Mr. MaxsoR. No. 

Mr. NuoEKT. Do I understand that the members of yonr AssodaticHi were 
better able to determine whether a man was receiving a profit on his sales than 
the man himself? 

Mr. Maxson. In many instances, yes. B'reqnaitly peddlers of gasoline, 
merely because money has been made In the oU bnslness, would buy a tmck 
and pat up a service station, and didn't know whether tbey were m«iHiie a 
profit or not, 

Mr. Thou^kin. Take, for instance, filling stations for the purpose of draw- 
ing customers for other purposes; did yon ever go into It to find ont if they 
were making money? 

Mr. Maxson. Such as Luckllghter? No: it wasevldmt be was having a profit- 
able business on his automobile accessories, but not on his gasoline. 

Mr. NuoKNT. In the preparation of this memorandum and Ita dissemination, 
and in view of the agreement entered Into by the members of your Association, 
it was the Intention not to seU gasoline to a retailer unless he re-sold at such 
prices as the Association fixed? 

Mr. Maxson. Not necessarily so. 

Mr, Nugent. Was It at all? 

Mr. Maxson. Not unless that price was necessary for him to show a profit 
on bis bnslness. Our price to the re-seller was the wholesale price. 
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Mr. Ndgxst. Then ;our Asaoclatton would fix the price at wblch a man en- 
gaged in retailing gasoline conld make a profit? 

Mr. Maxson. No. 

Mr. Ndqent. Put it auotber way ; it was yonr intuition to liave your retailer? 
sell at a profit? 

Mr. Maxson, Yes. 

Mr. NUGBNT. And yon flied the profit? 

Mr. Maxsom. No, they each had a differ«it business; perliaps a cent profit 
^ould t>e healthy In. their caae, more or less. 

Mr. NuQENT. In any event, your AssoclaUon determined what a proper profit 
would be? 

Mr. Maxson. In many cases ; not alL 

Mr. Nuoe^T. Then In accordance with that memorandum, after a proper profit 
liad been ascertained, and the retailer bad rleclined to sell at that profit, the 
members of the Association agreed not to sell him gasoline? 

Mr. Makbon. He could always get gasoline from somebody. 

Mr. NuGEST. I am speaking of the members of your Association. 

Mr. Maxson. The members of our Asaociation, yes. 

Mr. Nugent, Why was it necessary, then, to enter into an agreement that 
where one member liad difficulty with a customer, that the other members should 
keep away for a period of sixty days? 

Mr. Maxson. For the same reason that we might tiare for doing the same 
thing in connection with credits. If a man owed an Aaaoclatlon member a con- 
siderable sum of money, perhaps more than he was entitled to, another meml)«> 
woald hesitate to extend him credit. 

Mr. NunENT. Take the Ei Monte road house; the man there, say, was buying 
from Jo)m Jones, who was a member of your Aissociatlon. He was selling gaso- 
line at 15 cents a gallon, and John Jones, from whom he purchased tlie gasoline, 
concluded that this man at El Monte was not making a sufficient profit, and he 
concluded that it was necessary for the man to sell at 18 cents; tlien if the man 
demurred, under this memorandum all the other members of your Association 
would not sell to him until be agreed to sell at IS cents? 

Mr. Makbon. Not necessarily ; sometimes they did It anyhow, In spite of 
agreements. 

Mr. NiioERT. That was the Intention? 

Mr. Maxbon. Yea. 

Mr. Gaskili. If it was not put Into actual operation, why was that put Into 
the last paragraph — 

" The condition looks very much better at the present time, and in view 
of the fact that the Western Oil Co. Is cut off from their 1,000 gallons 
per day with the Wilshire on Feb. 1st, and that all of the peddlers are 
going to experience difficulty in securing supplies and a great many of 
them will have to discontinue business, the price situation ought to be 
very much improved within the next thirty days." 

Hr. Maxson. That is not from my flies. 

Mr. Oabkili. Tliat is not your entry? 

Mr. EiracAKD. The writer is not Mr. Maxsoo. 

Mr. Maxsok, I think tlie whole memorandum Is taken from some other file. 

Mr. Arnold. Tiie memorandum was written by a director of the Association. 

Mr. Thompson. Do you still carry out tliat policy? 

Mr. Max BON. No. 

Mr. MtJBDocK. The members, naturally, being m the oil business want a 
good price for the gasoline; isn't tlrnt true — what the traffic will bear? 

Mr. Maxson. Not necessarily. 

Mr. MiTBDocK. It has been my experience tliat men like to get a good price 
for their wares. I am not probably as deeply versed in it as you are, but the 
general di^tosition is to get a good price. 

Mr. Maxson. I had an experience with a dentist; he got all the trafilc would 
bear ; but the oil men are disposed to get fair prices. 

Mr. MuBDOCE. Isn't it true tliat the meml>ers of that Association did not 
have a very high r^ard for price cutting? 

Mr. Maxbor. No, they did not. 

Mr. Mtjbdock. Wasn't a laise part of the endeavor on your part In writing 
tJiis memorandum to soak It to the price cutter? 

Mr. Maxsoh. I would not say "soak" him; rather educate him alcng the 
line of his commodity. 
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Dr. Wai,kbb. I wonld. like to aak, Mr. Maxsoo, did the El Monte House 
buy on credit? 

Mr. Maxbon. As I remember it, they did. 

Dr. WuKEB. At that time? 

Mr. Maxson, Yea. ■ 

Mr. Nugent, Do they pay their bills? 

Mr. Makson. As I recall, that particular station was a poor credit risk, 

(Paragraph 7 read by Dr, Walker, as follows;) 

" On Jan. 12, 1917, a memorandum was sent to the members of the 
Association to the effect that if any member notified the secretary of tbe 
* likelihood of losing a (customer through some misunderstanding,' other 
members would refuse to supply such customers within 60 days after 
sach notification. A list of five customers was included in this memo- 
randum. (See memorandum Jan. 12, 1917.)" 
Mr. ENOLAnn, This was a memorandum from the Association's files, 
Mr. Maison. As I recall, those were all poor credit risks ; but I don't think 
that 60 day scheme was ever carried out; I never had any evidence as to 
whether it was or not. 

Mr, Thompson, How mncb of the oil of that country does your Association 
distribute? 

Mr, Maesoh, Our members supply Los Angeles and contiguous territory 
probably 60 to 15% of the gnsohne and oils. 

Dr. Walkee. What do you mean by "contiguous territory;" what radius, 
say? 

Mr. Maxson, We extend over perhaps three or four counties. 
Dr. Waltcbb. How many miles? 
Mr. Maxson. All within the State of California. 
Dr. Walkeb. How many miles radius from Los Angeles? 
Mr, Maxson. Probably 250 miles. 
Dr. Walkeb. What population? 
Mr. Maxson. A million and a half, 
Mr. MtmnocK. San Diego and I^ong Beach? 
Mr, Maxson, Yes, 

Mr. Gaskill, Do they sell in the Imperial Valley? 
Mr, Maxson. Yes. 

Mr. MuKoocK. It would be Interesting to know what is the approximate total 
consumption of gasoline in that territory. It is enormous, of course. 

Mr. Maxson. Last year in the State of California it was approximately 
300.000,000 gallons, of which tiie ten southern counties consumed probably two- 
thirds. 

(PnraRraph 8 read by Dr. Walker, as folows:) 

" A memorandum of the meeting of Jan, 17, 1917, shows that an agree- 
ment was reached that ' as long as the El Monte Road Five Mile House Is 
now displaying a W alsn, the Wilshire, Standard Oil Co. and Union will 
start in to clean up the 2oitf signs at Alhambra, South Pasadena and Pasa- 
dena,' (See memorandum dated Jan. 18, 1917) 
Mr. Maxson. I can't say anything about that memorandum, gentlemMi. 
Mr. MttBDOCK. It seems contradictory. It doesn't seem to mean anything to 

Mr. Maxson. That does not come from our flies ; I can't say, 

Dr, WAiKER. Was it due to a difference in price in different localities? 

Mr. Maxson. I think there was half a cent difference In price at Alhambra. 

Mr. MuBDOCK, Why at one place In the same vicinity would there be a differ- 
ential of one-half ft cent? 

Mr. Maxson, That takes care of the freight, etc. 

Mr. MiTRDocK, Would it be transportation that would cause that? 

Mr, Maxson. Yes. 

Mr. England. A thing that has always interested me In this is how the Asso- 
ciation members seem to know that the Standard Oil Co., which is not a mem- 
ber of their Association, would cooperate vilth them tn cleaning up the 20* signs. 

Mr. Maxson. I don't know how the Union Oil Company would know that ; 
that is, from their memorandum, I wouldn't know It, While we have friendly 
relations with the Standard Oil Company just as long as their market Is a 
fair one, if It is such a price that it Is not profitable to us, then we establish 
our own market, 

Mr. Thompson. Do you follow tbelr prices? 
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Mr. BdAxsoK. As far as possible. There was an occasion when the prices of 
crude were made by ont own members. 

Mr. Bnolakd. Wasn't that due to the fact that the price of high gravity erode 
was different — more than the lower crudes from San Joaqnln Valley and 
Southern Califomiu? 

Mr. Maxson. That was so in this case. 

(Paragraph 9 read by Dr. Wallter, as follows:) 

" Od May 5, 1919, the Association Issued a ' memorandnm notice ' cov- 
ering gasoliuc, engine distillate and kerosene, and naming a price for each 
to each class of customer. (See memorandum notice dated May 5, 1919.)" 

Mr. Thompson. Tou have different types of customers? 

Mr. Masson. We have garage and service station customers, peddlers or Job- 
bing customers ; very few, however, out there. 

Dr. Walker. You have public utilities, too. 

Mr. Maxsor. Yes. Ordinarily, the price Is not predicated on the quantity — 
more upon the class of customer. 

Mr. Thompson. And credit standing. 

Mr. Maxson. Credit standing enters into it. For instance, garage or service 
station credit is pretty low. A commercial customer is a house having a lot 
of trucks, usually a house having more standing than a garage and easier to 
serve. We can serve them down in the industrial part of the city ; and the 
public utilities are still easier to serve, and use still larger quantities of gaso* 
line. 

(Paragraph 10 read by Dr. Wallier, as follows:) 

"On May 8, 1919, the Association issued a 'confidential' memorandum 
notice fixing the price of gasoline, engine distillate, and kerosene to bona 
fide peddlers and containing a list of such peddlers stating that ' no new 
peddlers will be recognized.' (See memorandum notice dated May 8, 
1919.)" 

Mr. Maxson. Well, the list of peddlers had grown to such an extent that we 
felt they were becoming more or less of a nuisance to have them around our 
plants ; so we thought rather than have any more go into business, we would 
discourage itl 

Dr. Walker. Was It a fact that the peddlers were much harder to keep in 
line on prices than other retailers? 

Mr. Maxson. No, not any more so. 

Mr, MuBDOCK. Under that order, Mr. Maxson, were any other mills, except 
the Globe and Sperry mills, barred from getting gasoline at 18i cents? If I 
bad a mill out there, would I have to pay 19i cents? I notice you enumerate 
who the exceptions are. You didn't do it in that ease by saying flour mills 
are exempt and packing houses are exempt, but you named them specifically. 
I wonder what the practice was in that regard. 

Mr. Maxson. They were placed in the same line with the larger commercial 
houses. It might not necessarily have been just those imrtlcular mills ; they 
happened to be the only mills of any consequence in Los Angeles, Any other 
mills would have been treated the same way. 

Mr. Mtbdock. It was not a question of favoritism, but a question of quantity? 

Mr. Maxson. Yes. We might have said, " such as flour mills or packing 
houses." 

Mr. MuRDOCK. Mr. Maxson, in an association like yours, does the member- 
ship keep pretty good track of your distributing agencies, and if you feel that 
there ai-e getting to be toe) many distributing stations or too many pedcllers, you 
feel free, of course to limit the numbers? 

Mr. Maxson. Yes. 

Mr. MuRDOCE. You felt that, rather than the more customers the merrier, It 
would be better to have fewer? 

Mr. Maxson, If it promoted efllciency. There were too many there, crossing 
and re-crossing each other's tracks. 

Mr. MuBDocK. You feel that if you have more dealers, you sell leEs gasollTieV 

Jlr, Maxson. I think so, yes. 

(Paragraph 11 read by Dr. Walker, as follows:) 

"The members of the Association agreed on Jan. 23, 1919, 'that no price 
should be quoted either Tarr & McComb or Mr. Roseberg other than 0-1/4* 
tank cars f. o. b. refinery on gas oil. This on account of the Irresponsibility 
of the two parties in question as to the maintenance of prices.' At the 
same time 'It was further agreed that all Interested would quote legitimate 
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Jobbers at 5-3/4^ or 6-1/4^ direct to the consumer.' (See memorflndnm 
dHted Jan. 23. 1819.)" 

Mr. Thoufson. Tarr & McComb, Is that a responsible house? 

Mr. Maxson, Fairly so, although they are more dealers In fuel oiL 

Mr. TsOHPSoi:. How Is Boaeberg; does he pay his bills? 

Mr. Haxson. Yes, but he Is an undesirable customer to many I am told. 

Mr. Tbompson. Xour objection to bim bere Is because be did not mafntaln 
prices? 

Mr. Maxson. Tbat memorandum is not In my files. 

Mr. England. That Is a memorandum of an Association meeting, but It is 
not Mr. Maxson's memorandum. 

Mr. NuQBNT. Do you attend all of the meetings? 

Mr. Masson. Not all. 

Mr. NuoENT. In your absence, some one Is delegated to perform your duties? 

Mr, Maxson. Yea, the young lady in the office. 

Mr. NuoENT. And the memorandum prepared by the one delegated to pe^ 
form the dutlex of the secretary Is In accordance with the wishes of the 
Association as expressed? 

Mr. Maxson. If it appears oa the minutes. 

Mr. TnouFsoN. Were you present when they discussed the Tarr & McComb 
nnd Itosebei^ matter? 

Mr. Maxson. As far as I rememlier. 

Mr. Thoupson. Do you recall that It was there agreed that they should not 
sell to tbem because tbey did not maintain prices? 

Mr, Makbon. I don't remember that that was the reason. On genera! prin- 
ciples they were undesirable customers. 

Dr. Walkeb. The memoranda referred to in the questions that have bpen 
put were not In the flies of your office? 

Mr. Maxson. This particular one was not. 

Dr. Walker. Were the others generally? 

Mr. Massob. There are a few here, one right here, and here Is another one. 

Dr. Walker. Isn't It true that memoranda of the meetings were not filed in 
the office? 

Mr. Maxson. The memoranda of the meetings were on flie In the office and 
free to the investigators. 

Mr. Gaskill, Do you Icnow whether the officers or members made notes that 
were not filed In tbe office? 

Mr. Maxson. Yes ; memoranda made by some members for their own infor- 
mation, and to report to their superior officers. 

Mr. Gaskill. And to report to others besides tbe superior officers? 

Mr. Maxson. The superior officers in their companies. 

Mr. Gaskill. Who Is C. W. Ralph? 

Mr. Maxson. Sales manager. 

Mr. Gassili.. The indorsement Indicates that the maker of that m^norandum 
Bent a copy to Mr, Ralph? 

Mr. Maxson. Yes. 

(Paragraph 12 read by Dr. Walker, as follows:) 

" The Association issued price lists, on stove and furnace distillate, from 
time to time. 

(See price list on stove and furnace distillate 1-15-17 

&- 1-17 

" " " ■■ " " 12- 1-17 

" " " ■* " 5- 6-18 

' " " " 10-14-18 

2-20-20" 

Mr. Maxhon. Those are two commodities, gentlemm, that the Standard Oil 
Co. does not sell in Los Angeles; consequently, the Association published these 
price-lists as the price-list of the leading marketer of those particular commodi- 
ties in Los Angeles, via., the Diamond Oil Company, as a guide for others In the 
same line of business, or for their informatioa 

Mr. AsNou). And the Diamond was a member of tbe Association? 

Mr. Maxson. Yea 

Mr. Thompson. If a member does not file a price-list, is he called on to the 
carpet by tbe Association? 

Mr. Maxson. It is purely a guide to follow if he chooses- 
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Mr. THOMPSON' As a rule do tbey follow It? 

Mr. Maxson. As a rule. 

Mr. MuBDocK. I woDld like to know what stove dlBtillate la. 

Mr. Maxson. Burning oil 33 or 34 gravity, used exteosively by bakers and 
some of the larger restauranta, and by some business liouses for heatlaE. 
- Mr. MuRDOCK. Dietlngulshed aB a dlatlllate from furna(!e? 

Mr- Mazsom. That Is 27 to 28 gravity, adaptable to apartment bouses, where 
tbey have a different kind of burner. Stove distillate Is going out of use. 
(Paragraph 13 read by Dr. Walker, as follows:) 

"The members of the Association agreed on Dec. 20, 1918. 'that only 
four refiners were going to bid on tbe contract covering the (Los Angeles) 
city requirements for 1917 ' and ' that all should bid Ic off open tank wagon 
nukrket price at time and place of delivery.' (See memorandum of meeting 
held Dec. 20, 19ia)" 

Mr. Maxson. Well, that was as many as ever cared to bid on that business, 
an<1 it didn't necessarily restrict the bidding to tjiose particular companies if 
any one else wanted to bid. 

Mr. Thoicpson. Did any others bld7 

Mr. Maxboi^. I don't know that they did. I don't know that all of these 
four did. 

Mr. Eholans. How did the Association know what the Standard Intended to 
bid? 

Mr. Maxson. The Association never knew what the Standard was going to 
bid. 

Mr. Thompson. Were you present at the meeting on December 20, 1916, when 
this resolution was agreed upon? 

Mr. Maxson. I guess I was; I signed the minutes that day. 

Air. Thompson. Those who were not permitted to bid under this agreemoit, 
ivhat was their, attitude ; did they object? 

Mr. Masson. No one was not permitted to bid. 

Mr. Enoi^ND. Was it agreed at the meeting that only the four companies 
should bid? 

!tlr. ^AXSON. No. 

Mr. Bnglanh. Why wasn't it entered? What was the reason for the pr^iara- 
tlOD and Issuance of the memoranda at these various meetings that don't appear 
in the record of the meetings? 

Mr. Maxson. Because they were not a part of the business of the meeting. 
These conferences, or whatever they may be, mostly occurred out In the hall 
after the meeting, or at other offices. 

Mr. NuoXNT. Among the members of the Association? 

Mr. Maxson. Yes. 

Mr. MuHDoCK. That is interesting. These memoranda are quite apart from 
the regular minutes? 

Mr. Maxbom. Yes. 

Mr. MUBDocK, Now, Mr. Maxson, we have had similar cases. Yon have been 
secretary for a long while; how is that done? You hold a meeting; It nmat 
be called to order and certain things dohe. all of which are mentioned. Then 
do they drift out and hold another meeting? I would like to know. 

Mr. Maxson. They go out arm in arm. The chances are they haven't seen 
?ach other for a week. After the crowd is outside they do the real thing the; 
arc interested in; 

Mr. Ntjgent. How do they get it to you? Are you part of the crowd as it 
drifts out? 

Mr. Maxson. Frequently a part of the crowd. I Just want to give you a 
sample of one or two of the things in the meetings. In order to give you an 
idea, gentlemen, of the difference betwe^i these memoranda and what goes 
on at the meetings, I would like to read, if you please, the mlDut^ of the 
meeting of that particular day. 

Mr. MCBDocK. The day this thing was done where the crowd got together and 
agreed that Los Angeles coald have gasoline at a certain «um? 

Mr. Massos. Anyhow, that particular day. Dec. 20, 1918, the secretary sub- 
mitted report of the committee on amending the diy speciflcatlon? on gaso- 
line, requested the withdrawal of an ordinance, etc. Committee en government 
specifications reported progress and was continued. Communication from the 
Bureau of Explosives at Washington, setting forth certain proposed amendments 
to the shipping rales for handling gasoline. We get numerous such notices, 
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and the menbers are apprised of snch thlngB and kept informed, If they don't 
happen to get the bulletins from Washington, or read all the trade papers. I 
am there to keep them out of trouble aa mnch as I can. 

(Paragraph 14 read by Dr. Walker, aa folowa:) 

" On Jon. 17, 1917, the question of new bids for the City of Los Angeles 
waa taken up by the Association and It was agreed that ' all parties wlio 
wtU bid on these new requirements will bid the same as last time, namely 
It off the open tank wagon marltet price at time and place of delivery." 
(See memorandum of meeting held Jan. 17, 1917.)" 

Mr. EKGI.AND. I might say that the City of Los Angeles rejected the flm 
bid. 

Mr. Thoupson. Were they all the same identically? 

Mr. England. Th^ were. 

Mr. Maxson. The City of Los Angeles was considered the same as the public 
ntillties comprising the city, entitled to one cent off the price of the retail mar- 
ket. That would luive been done whether we had met togetlier or not, very 
Ukely. 

Mr. Mtjbdock. A Commission like this, for instance, if it is going to contract 
for work, advertises for bids — open bids. Under this arrangement. Sir. Max- 
son, that is largely false motion, because instead of advertising for bids, if we 
approached your Association we would get the same price tliat was agreed 
upon at that meeting, whether done in accordance with the minutes or not. It 
isn't usual that bids are the same. 

Mr. Maxson. It comes about automatically. There is a certain comraercinl 
price and a public utility price for most every commodity. 

Mr. NUQENT. As a matter of fact, there was a price agreed upon, and tliere 
were no competitive bids? 

Mr. Maeson. Fixed by the larger companies and usually followed by the 
smaller ones. 

Mr. England. If the Standard adopts a price, you usually adopt it? 

Mr. Maxson. Yea. 

Mr. Thompson. Did the Standard Oil Co. hid in this instance? 

Mr. Maxbon. This Is a Union Oil Co. memorandum. The Standard Oil Co. 
appears to be a bidder. 

Mr. Thompson. Ib it a coincidence that your four bids were the same as the 
Standard's? How did you happen to know what theirs was going to be? 

Mr. Maxson. We don't always know it, hut we can malce a pretty good ■ 
guess, judging by the bids of a like nature made in the past. 

Dr, Walkbe. Do you mean they have a certain market price, and have be«i 
In the habit of bidding so much off that to public utilities in the city? 

Mr. Maxson. Yes, just as it has been the practice to give gasoline to the re- 
seller at 2 cents off the retail price. 

Mr. Thompson. I believe that covers all of the questions, doesn't It, doctor? 

Dr. Walkeb. There is a No. 15 here. 

Mr. Nugent. Does that memorandum to which you just referred, doctor, pnr- 
port to be a memorandum of action talien by Mr. Maxson's Association? 

Str. England. By the members of his AasocIatiMi. 

Dr. Walker. I think the second memorandum is important, the supplementary 
one, sklKiing No. 15. No. 15 Is just a statement of fact. Mr. Maxson is aiso 
secretary of this other association. 

Mr. England. Pardon me: there is one thing I have always been curiona 
about, and have already mentioned it to Mr. Maxson ; that is, beginning in 1915, 
when the Association met and had its first price agreement, following all the 
way through and up to date, the Standard Oil Co. waa always very promptly 
supplied with a memorandum similar to the one we have here of the action taken 
at these meetings, and I have been curious to know how it was they could obtain 
this information so very promptly — whether they had a representative at the 
meeting, or juBt how they got this information. The thing I am curiona to 
know la. how the Standard Oil Cx). was always supplied with a memorandum 
showing the action taken at tliese meetings. 

Mr. Masson, It has always been a puzzle to me, just as much as to you how 
the Standard knew so much about our business, because they had no access to 
onr files or offices ; in fact, the representatives of the Standard Oil Co. were ne\-er 
ia my office. 

Mr. Thompson. Tou don't send them communications? 

Mr. Maxson. No. Probably they secure the Information from some of the 
members. 
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Mr, MuRDOCK. It could be eaeil; done by teI^hoD«. 

Mr. Maxson. Te6^ bat never by myBelf. 

Mr. Enoland. Would It be poBSlble to obtain it from the trade— the retailers? 
Would tliey know anything about the action of the AssodatiouT 

Mr. Maxbon. Sometimes they knew, yes. Probably they conld get it from 
some of our salesmen. 

Mr. England. Your judgment would be that they would get it from the 
salesmen, and not general gossip? 

Mr. Maxson. That is another thing we try to bring about, the elimination 
of so mnch false information going atiout through the trade. I am called upon 
every day to establish the veracity of some statement that has beoi made 
somewhere down the line, and I find that that alone has imjwoved the condition 
of business generally with our people. 

Dr. Wai,keb. The Standard seems to have succeeded along that line; they 
get the facts pretty accurately. 

Mr. Maxson. I suppose they do. 

Mr. Thompson. Suppose we proceed with this last memorandum. 

(Paragraph 1 read by Dr. Walker, as follows;) 

" The California Petroleum Exchange through its Secretary H. H. Max- 
son, collected information from its members as to production and sales of 
gasoline and engine distillate for the purpose of ' determining the limits 
of surplus goods we are asking other marketers to dispose of pending the 
stabilizing of prices.' (Letter from Maxeon to Turner Oil Co., April 4, 
1918.)" 

Mr. MuBDOcK. Will you, Mr. Masson, Brat explain what is the difference be- 
tween the Exchange and the Association? 

Mr. Maison. The Exchange I am responsible for organizing In 1918 as a 
wheel within a wheel. The Exchange Is composed of five of the small refiners 
for the purpose of giving a greater purchasing power of crude oil, which they . 
have had difiiculty in obtaining, and, second, for the purpose of disposing of 
surplus products, such products as are not consumed on the local market, such 
us kerosene, which Is always a drug on our market, because natural gas and 
electricity take the place of kerosene oil and because we have a warmer 
climate. 

Mr. MuBDOCE. Then the Exchange is a much smaller body than the Asso- 
ciation? 

Mr. Maison. Yes. It has more power as buying and selling agents. The As- 
sociation is a mutual admiration society, I sometimes call It 

Mr. MuBDOCK. It very frequently haMiens that here, in talking to secre- 
taries of associations, the secretary tells the Commission that he is under the 
toQstant obligation to warn members of the Association at their meetings that 
they must not talk price or price agreements. Do you recollect whether, In 
your career, you have sounded that warning to members of thet Association at 
the meetings? 

Mr. Masson. Perhaps on occasions I have, yes ; though they accuse us of 
having been very particular to avoid that subject 

Mr. MtmoocK. It is almost Inconceivable to see a group of business men get 
togetiker to talk over bnslness that they will not talk prices. 

Mr. Masson. Tes, occasionally ; but they are reminded that they are violat- 
ing some statute. 

Mr. Thompson. Anything further on No. 1? 

Mr. Maxson. There is" another benefit to any one of our members whose stor- 
age capacity is limited, and who is not successful In disposing of all of his 
products, while some other member will be more fortunate in disposing of 
what this man acoumulatee; so my ofHce is a means of keeping each man's 
stock of supplies from running over. It is a material benefit to the members to 
he able to switch one man's stuff Into another line of trade, or remove it out 
of the territory. 

Mr. MuBDocK. Of course there Is an assumption in anybody's mind that If 
you allow in a given territory a surplus of supplies to accumulate, you nat- 
nrally vary the price, and that in the shipment of the surplus out of the terri- 
tory, it was for the purpose of maintaining the price in that given territory, 

Mr. Maxson. Yes ; from the producer's standpoint, it Is for the purpose of 
keeping his stock in a healthy condition. Possibly the quality of his goods la a 
little off. However, this Association has gone to a lot of trouble to estabUsh 
uniform quality. I will have to take credit for establishing gasoline quality 
In Los Angeles. 

Mr. England, What Is the test? 
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Mr. Maxson. We bave the Navy ^»eclflcatlons. 

Mr. MuKDOCE. We bad a case here, Mr. Maxson, where a member of the OaH- 
fomla Raisin Co. one year was embarrassed by the ttkct Qiat tfie carry-OTer wai 
prerentiiig him from making his price for the sncceeding year, and he went 
oat and bought np Uie surplus from the marltet which was embarrassing biia. 
Of course we thonght that was illegal. 

Mr, Masboit. We are not so organized that we can conduct business along 
the lines that the raisin growers do. I have endeavored to follow more In the 
:footsteps of the California Frnlt Growers Exchange, which I understand complies 
with every requirement of the law. Am I right? 

Mr. MtjKDOcK. I don't think It has ever be«i cball«iged. 

Mr. Maxson, When I organized the Exchange, I thought that the Fmit 
■Growers was a good example to follow. 

Mr. MuKDocK. I think the Fruit Growers doesn't take title to ttie goods, and 
jour Exchange doesn't take title to the goods? 

Mr. Max BON, No. 

(Paragraph 2 read by Dr. Walker, as follows:) 

"During the first half of 1919 (Jan. 1 to July 9, 1919) the exchange 
shipped 193 car loads of stove and furnace distillate out of the Los Angeles 
teiritory, shipments being prorated among the exchange members appar- 
ently, tbe purpose being to take care of the oversupply of these products 
and maintain prices. (See Annual Report of Exchange, July 9, 1919.)" 

Mr. Maxso^. As a matter of fact, that stove and furnace distillate was not 
shipped out of the Los Augetes territory. We shipped engine distillate out, but 
not stove and furnace. 

Mr. Ekgi^nd. So that xtaragraph showing shipm^its as far east as West 
Tlrginia does not refer to the 193 cars. 

Mr. Maxson. No. 
- Dr. Waikee. But you did ship some commodities to West Virginia? 

Mr. Maxson. Engine distillate. 

Mr. Thompson. 193 carloads? 

Mr. Maxson. That is In another memorandum. 

^Paragraph 3 read by Dr. Walker, as follows:) 

" The California Petroleum Exchange attempted to eliminate competltioQ 
In purchasing crude petroleum and avoid the payment of premium for light 
crude by establishing a purchasing agency In connection with the Inde- 
pendent Petroleum Marketers Association. (See memorandum of Assoda- 
tlon meeting, Feb. 14, 1917. Letter from secretary of the Association to 
members. May 18, 1918.)" 

Mr. Maxson. We have had this difficulty, gentlemen. In securing crude oil 
from the producers, due ta the fact that the Standard Oil facilities, that Is, the 
larger companies' facilities, pipe lines, etc., are more Inviting to the average 
producer. The smailer refiners must take their crude oil In tank cars, which 
entails a certain expense to the producers, and awaiting the arrival of tank 
cars. During the period when this has been so difficult to secure, producers 
have been more or less inclined to capitalize upon the facilities of the la^er 
companies In contrast with ours, and naturally wanted to secure as much as 
they could for their crude oil, and wanted to get them to bidding against one 
another for this crude, until the prices being paid were as hl(^ as 75 cents to 
a dollar a barrel tx>nus, and their purchase price constituted the crude oil 
market at the wells. There was only one way, to organize and secure sufllcient 
luformatlon to know whether or not a particular producer had been offered a 
hl^er price than our members. They were lying all the time; so we were pay- 
ing more tiian we should pay. 

Mr. Mttbdock. The Standard doesn't take a premium? 

Mr. Maxson. No; the premium Is a greater price than that set by the 
Standard. 

Mr. Mubdock. But the smaller refiners did pay a premium for light crude? 

Mr. Maxson. Yes. We got some oil without a premium but usually we had 
to pay a bonus for It 

Mr. Thompson. Do you care to say anything further, Mr. Maxson? Do you 
care to go over It with Mr. Richmond? 

Mr. Richmond. I am Secretary to Congressman O^orne. I don't represent 
Mr. Maxson, but I am here to help bim on his matters, and there are two or 
three points that have not been brought out by the Commission. You said, Mr. 
Maxson, that you were endeavoring to maintain the oi^nizatloa In conformity 
with the Federal Trade Commlssion'a approved methods? 
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Mr. Maxbon, Tea. 

Mr, Richmond. Now, I noUce that In ttaU list, this memorfuidnm list of 
cbarges, or statemeat of matters on which qnestlons were to be asked, that 
the latest date Is July 9, 1&19. In the memorandum concerning the Independ- 
ent Petroleum Marketers' Association the latest date I believe is F^niary, 
some date In Eebruary, 1917. 

Mr. Abnou). February 20, 1920, le In the price-list 

Mr. RicHMOHD, Waiving the matter of the price-list, I understand that the 
latest date anywhere else was July 9, 1919, I will ash you II representatWee 
of this Commission called at your office and examined yonr papers? 

Mr. Masson. Yes, they did. 

Mr. RicHUOND. Did they have accesa to all your flies? 

Mr. Hazson. They had free access to all my files. 

Mr. RiCHicons. Spent some time? 

Mr. Maisor. Abont a week or t«i daya All ot the fllea of my office were 
at their disposal. 

Mr. Richmond. Were you present when the work was going on? 

Mr. Maxson. Afi much as I could be. 

Mr. RicHMOHD. And they seraned dlUgoit? 

Mr. Maxboit. Tery much so. 

Mr. Richmond. That being so, and no questions haviiy; arisen olsce that 
dat^ Is it yonr two associations' policy to continue any of these practices 
which have been su^ested might be objectionable? 

Mr. Maxsok. No, nothing that we have any knowledge of. 

Mr. MiTBDocK. Yon have opened a pretty wide door. Why do yon say cOTi- 
sldered objectionable? 

Mr. Richmond. T had In mind that they were matters into which yon deidred 
to Inquire, becanse the Commlssioa tbonght they might prove objectionable. 
Mr. Maxson, are any of these matters, matters Involving Interstate commerce? 

Mr. Oabkiix. Isn't that a jurisdictional question? 

Mr. Richmond. Yes. 

Mr. Thompson. Is he qualified to qteak on that qnestioD? 

Mr. NcsENT, Let me call your attention to this fact : This investigatioii is 
in response to a Senate Resolution. It 1b not Instigated by the Federal Trade 
Commission ; It is simply a Senate Resolution, and a report Is to be prepared 
by this CommlsslOD and submitted to the Senate. 

Mr. Enoi^nd. I might also say. Senator, that the Resolution specified that 
the period beginning with 1014 should be covered. 

Mr. Thompson. The mandate came from the Senate; it was not instigated 
by na. 

Hr. Nhoskt. They desire to site up that dtnation. Interstate or Intrastate 
commerce has nothing to do with It. 

Mr. Richmond. Do any of these shipments or any of these matters dealt 
with In these memoranda concern any understandings had with the Standard 
Oil Company? 

Mr. Maxson, No. 

Mr. Richmond. Or any company outside of California? 

Mr. Maxson. No; our membership is confined to California and to oi^nlza- 
tions outside of the Standard Oil Go. Our business Is practically all done in 
the State of California. 

Mr. Gaskill. In making those- relies, I understand you are rrferrlng to 
Aasociation activities that relate to practices or agreements executed without 
yow knowledge, and shown by some of the memoranda? 

Mr. Maxson. They have to do with our business as shown by the records 
of the organization. 

Mr. Richmond. It Is mj understanding that the Commission is not proceed- 
ing under the authority of the act to r^ulate commerce, hut merely under the 
I'oindexter Resolution, and therefore this te«timoay doesn't bind the Associa- 
tion In another proceeding. 

Mr. MuBDOCK, Mr. Maxson, before you go, for my own satisfaction, who did 
finally sell the City of Los Angeles gasoline, after it had advertised for bids 
and re-advertlaed for blda and got the aame blda again, then bought In the 
open market? What firm sold them their gasoline? 

Mr. Maxson. The purchasing agent alternated among the various c 
one company one month and one another. 

Mr. MuBDocE, That was ^read out among the four companies? 
ami''— 22 ^14 
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Mr. Maxson. I presume there were some other companies that wanted ti 
bid ; ordinarily it Is not desirable. 
Mr. MuBDOCK. Did tbis feature of the case get Into the Los Angeles papers? 
Mr. Maxson. I never knew anything to be kept ont of the papers. 
Mr. Thompson. 11 there is nothing farther, we will adjourn. 
(Meeting adjourned at 4.45 P. M.) 



KINGHAN (ARIZONA) CASE. 

E-97T 
9TANDAKD IXTTEE ON CONMTIONS AT KINGHAN. 

Phoenix, Ariz., June S6, 1915. 

Subject: Ctrnditione at Kingman. 
Mr. H. T. Habfer, 

Standard Oil Bldg., San Francisco, California. 

De&b Sib : Referring again to conditions at Kingman : 

Tbe writer has Just returned from that field, and finds a rather pefplexing 
situation there. 

It ts apparent that the Union Oil Oo. have lowered the list price at Kingman 
li^ per gal. The present price condition cannot be construed any other wac, 
as they are selling to every small consumer, merchandise house, and Miniog 
Company at our Dealer's price, which is li<t off list on iron barrels and cases. 

On top of this out in price th^ are making deliveries to the mines, eta, at 
about one-half the cost per ton of which ijovln & Withers, Tarr & McComb and 
tbe Arizona Stores charge. This gives the small owner the benefit of our pres- 
ent dealers price at Kingman, besides allowing them to enjoy a freight baul 
which figures about 2^ per gallon less than what they have formerly paid. 

The country tributary to Kingman is not suitable for a truck, altho the op- 
erating companies at Kingman use short coupled wagons with as high as tea 
to sixteen mules to drag the loads over the mountains. The Union have been 
experiencing a large amount of difficulty In making tbe trips; in fact, the truck 
lias refused to go over certain mountains, and they have had to pay exorbi- 
tant freight charges to the freighting companies 'to pick them up on tbe road 
and deliver the goods to the customers. I feel confident in saying that to any 
well-organized company their present business policy would not allow them 
to keep it up very long, providing they want to do business at a profit. They 
have made the boast to the interests at Kingman that they are going to do 
business if they are compelled to do it at a loss, and this apparently Is what they 
are doing. Our dealers are selling our products at cost price in order to meet 
the Union competition, Thla, of course, they will not be able to keep up ioT 
any length of time. Tarr & McComb, Lovin and Withers and the Arizona Stores 
Co. all voiced their opinion that they wanted to still handle business and buy 
our products, but asked for a differential under their present price so as to en- 
able them to do business and make a Jmall profit. 

There seems to be but two avenu(*i open to us at Kingman ; one is to lower 
our list price of lift per gal., giving tbe dealers their present differentials oft 
list. This would enable the dealer to obtain a small profit, and I believe we 
would continue to secure ft large portion of the business ev«i though the , 
freighting charge of these companies is higher than the Union's. 

I doubt If thi; Unioh will pursue their present freighting policy very lon& | 
tinless they desire to lose money. 

The other avenue would be to establish a list price and go after the bosiness 
direct. This would be a very costly way of doing business, as it. would neces- 
sitate placing a salesman In the field to stay at Kingman permanently. We 
would have to buy bim an automobile. We would be compelled In a certain 
measure to extend credit to small mioes that take all tbe way from six to nine 
months to pay their bills. We would either have to purchase an auto truck 
to make deliveries, or would be compelled In a measure to meet the Union's 
laid down prices by employing freighting outfits. 

I would like to secure for you concrete evidence of this price which the Unloa 
is making, and 1 believe I will be able to forward yon some of thrtr invoices 
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tn tbe near fnture. There la no qaestlon bat what the price Is correct, as we 
verified It In man; waye. 

It would seem that It Is imperative for ns to arrange price ctmditlons at 
Ktngman so as to give the dealers their profit at onee, or change oor soling 
policy completely and go after the trade direct 

I would be pleased to have your version of what you believe should be done, 
after reading the ioformation which I have given you. 
Yours very truly, 

« J, E. Balslby, 

DUtrirA Salet Manager. 



8TANDABD LBTTGB IN RE REDUCTION OF PRICES. 

R-97T 

San Francisco. Cal, June 30, 1915. 

Subject: Conditions at Kingman. 
Mr. J. E. Balslbt, 
Phoenix. Ariz. 
Dbae Sir: We have carefully gone into the matter relative to conditions at 
Kingman, as mentioned In your letter of June 26th, but cannot fully concur with 
you in your recommendations as to the reduction In price. 

Will surest that immediately upon receipt of this letter, you reduce your 
prices at Kingman on Refined Oil, Red Crown Gasoline and Engine Distillate, 
both bulk and cases, 1^ per gallon, and after complying with the above kindly 
advise this office the prices that will be in effect at Kingman. 

It is our Impression that this reduction In price should meet the competitive 
conditions that exist, and at the same time allow a sufficient margin for the 
jobbers in that vicinity to handle our products. 
Kindly keep careful watch of the situation and advise us fully of any changes. 
Yours truly, 

P. 
HTH:P 

UNIOK LE1TEB IN RE STAKDABD PRICE BEDTICTION. 



CAM-e28 
KiNOMAN, Oct. nth, 1915. 



Last Raise on Gasoline 4 Distillate. 

After talking with several customers and seeing two or three invoices It 
seems that the Standard Oil Company did not make the raise of one cent on 
Gasoline and one half cent on Distillate. As they are still selling here at the 
old price, via. Gasoline 17 ets. and Distillate 12 cts. 
The above raise was authorized by your office on October Fifth. 
Find today that Standard Oil Co. sohl Golconda Extension Mines Co. a car 
of 16 gravity FUEL Oil at 40 cts. F. O. B. Los Angeles. 
Yours very truly, 

(Sgd) C, A. MooBB 



Mr. C. W. Ralph 



UNION LETTER INSTRUCTING AGEXT TO CONFER WITH STANDARD. 

JHH-93 



1, Cal., Oct. 16, 1915. 



Advance in prices. 



We have just wired yon as per confirmation attached. C, A. Moore's letter 
to you of October 14th, file CAM-628. copy to us; also blB letter, file CAM-630, 
of October 14th, copy to us. In both instances he is calling our attention to 
our competitor's not advancing their prices. 
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We tnist yoa can see wbo ever Is neceMary and i^t'thiB adJtiBted, for, U 
tliey will not line np as we have been lead to believe they would do, It will 
simply force ub to meet eslstlng conditions, which we do not wish to do, pro- 
viding it can be adjusted differently. 

Trusting you can work this out satiatiiCttwUy, kindly advising ns the oat- 
come, we are. 

Tours truly, 

JHH-NB . ' Manager of Stations 

UNION TBLEGRAH INBTBDCTING AGENT TO CONPEB WITH STANDABD. 

No. 3405 

[Tdcsram.] 

Union On, Company of Caufoenia, 

Lot Angetei, Col., Oct. W, 1915, 
To C. B. Beach, 

Union Ou, Co. of Arizona, 
Phoenix, Arizona. 
Referring to Moore's letter fourteenth Competitors not meeting advances 
See them and adjust Advise us 

Union On. Co. of Caufobnia 
Dept. Sales 

Chg to U. O. Co. of Cal, 
NB 8/30 A. M. 

UNION LETTERS REPORTING CONFEBBNCB WITH STANI>ARD. 

In reply give No. CBB-7732 
Union Oil Company of Califobnia 

PhoeHiit, Ariz. October 19, 1915. 
Mr. C. W. Ralph, Mgr. Stations, At Los Angelea, Calif. 

Att'n. Mr. Answering letter JHH-93 

Subject : Kingman Pilcea. 
Dear Sir : Referring to the above subject : I have talked this matter over with 
our Competitor, and of course, they denied not having raised their price the last 
time prices were raised in Arizona. However, one of their representatives Is 
on bfs way to the Coast, and Informs me Is stopping off at Kingman, and will 
look into this matter. I think this will be adjusted if the; are out of line. 
Tours very truly, 

(Sgd) C. E. Beach, 

Special Agent 
CEB:ES. 

In reply give No. CEB-77333 



Flagstaff, Arizona. CAM-630 Khigman Prices. 

C. A- MOOBE. 

Referring to the above subject : I have not had a chance to talk this matter 
over with Mr. Baisley, but talked to Mr. Ferguson and of course he contends 
that they are selling at the regular list price, and raised the price as we did last 
time. However, Mr. Ferguson Is on his way to Kingman at the present time, 
and I trust will adjust matters, but It would be well for you to keep your eye 
on this, which I know you will do, and see If they really do make the irlgbt 
price. 

At the time I wired you last Saturday, I did not notice the clause In your 
CAM-626 regarding Mr. Rldenour at Haekberry. 

With best regards, I am. 
Tours very truly, 

(Sgd) ' C. E. Beach, 

Special Agent. 

CEB/ES 

cc-C. W. Ralph 
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UNION LBTTBR ALLBGIND PSICB CUTTING BYSTAMDABD. 

GAM-fleS 
KinouAN, Oct. 29th, 1915. 
Kingman Prices. 
C. E. Beach, Special Agt.- 
Phoenix, Ariz. 
I have been making a very hard figbt. since yon left and as so many tilings 
turn out In this our Jonah point I have had bad luck on getting our empty 
barrels in. In the first place I was unable to catch the Copper Giant Mines 
people to get the barrels from Valentine Bowen spoke of. Then it ao hap- 
pened that the Santa Pe local freight ran up gainst the Hour Law which tied 
them up. This balled up their shipping, so we have no barrels up to this hour. 
I have been cussed more In the past two days by onr customers because we 
failed to deliver their orders than I have had since coming Into the State. 
Have had 3,000 gallons of orders cancelled. 

Had the business In sight and would have liked to have made my estimate 
of 25,000 gallons good for October but circumstaDces went against me. 

Had a talk with Union Basin Mining Co. of Golconda this evening and Mr. 
Wamvlg states tiat we are one cent high over the 8. O, Go's, price quoted him 
Oct 27th, on Kerosene, Gasoline, and Distillate. Also claims that 8. O. Co.'s. 
new quotations on Lub. Oils are below our latest quotations. 

Do not know what Mr, Balsley will tell you but we are being Imposed on 
here by S. O. Co. beyond any question of a donbt 

1 shall continue to hold the big end of this business if you will either stop 
them from cutting or let me meet their Baliles. 
Tour very truly, 

(Sgd) C A. Moore 

cc to C. W. Halph 

UNION UTTER 8UGGKSTING CONFEBENCE WITH 8TANDAKD. 

In Beply Give No. JHH-131 

UWIOU On, COMTANT OP Caupobnia, 

Lot Angeles, VaUf., Hov. S, 1915. 
Kingman Prices. 
C E. Beach, Spec. Agt. 
Phoenix, Aritona, 

We are today ia receipt of copy of Mr. C. A. Moore's letter No. 655, of 
October 29th. 

After reading this letter over carefully we would suggest that you see Mr. B. 
and show him that portion of Mr. Moore's letter In which Mr. Moore tbloks hia 
company is treating us unfairly In not maintaining prices. 

As you appreciate we took Mr. B. at his face value and believe that he latends 
to play fair with us, and It is only courtesy on our part to give him a chance to 
show his hand and not judge him unduly. 

For your Information, I went to Kingman as you well know, and tried to 
straighten out the situation to the best of my ability. We had the assurance 
from Mr. Harlan that bis company Intended to play fair and do everything they 
possibly oould to adjust any matters as to price cutting. I gave your assurance, 
and my own, that we would do our part to keep from demoralizing prices as I 
kDOw that you feel we will all be better off to get a good price out of our King- 
man products as you realise It is a very espensive place to do business. 

Mr. Ralph has written you in full on this subject and when nest I have the 
pleasure of seeing you in person I will be more than glad to tell you many 
things which wUl be to your benefit and ours. 

In reference to assisting Mr. Moore in r^ard to getting empty containers back 
to Kingman as stated to you and to him, we are short of these empty containers 
at Los Angeles, and he certainly must not look to us for help. We regret that 
we are In this condition, but these are' the fiicts and he must esert his own 
personal efforts In and around Kingman and see that the packages which he 
puts out are returned to him promptly. 

I went over some of the drum records at Kingman and found that some oC 
the packages had been out from three to six months.- I believe that this cau 
be overcome to a great extent if the Kingman boys will take hold of this matter 
themselves and try to get these containers back and not lean too mucii on you 
and your office to do everything for them. 
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We appreciate tbai it la discourai^iig to Mr. Moore to take orders and not be 
able to flu them and no doubt the trade does "cubs " him as he puts It for not 
filling their orders promptly, but there are always two sides and, as stated 
l>efore, I believe that a great deal of this cussing that be Is getting can be 
eliminated if he will chase himself a little harder and not give out his con- 
tainers too freely to people who will not retnm theTO, 

I took It upon myself to instruct Mr. Muore that he must not cut any prices 
without flrst conferring with you, as we have made certain promises to our com- 
petitors which we feel in duty bound to lieep, providing they are fair with ua. 
If Mr. Moore can show ua at any time where they are cutting prices, you know 
that we wlii be at all times willing to give you, or him our best efforts to correct 
anything that Is wrong. 

Your cooperation with us along tliese lines will be greatly appreciated. With 
kind personal regards, I am, 
Tours truly, 

JHH-NB 

cc G. A. Moore 

UNIOH LBTTEB SUGGBSTtNG FUBTHBB CON^UBNCE WITH STANDABD. 

JHH-185 
Los Anobles, Calif., Jftyv, 18, 19J5. 

Eingman. 
0. li. Beach, Spec. Agt. 

Phoenix, Ariz. 

I have gone over the Kingman letters and note In several instances, where 
Mr. Moore sights (cites] where the Standard Oil Co. actually have not acteO in 
good faith and I would suggest that before you go to Kingman, you see Mr. B. 
and sight [<dte] hl i^i the cases, and further try to get him to state further just 
what his Company will agree to do as to the prices at Kingman. 

If possible, I would further suggest that you have Mr. Moore at Eingman, 
also try and arrange to find out if the different parties on whom you were 
wishing to call were at Kingman, as yon no doubt, remember on my last vi^t 
Mr. Granger was away which in a manner blocked what we were trying to 
accomplish and the thought occurred to me that it would be well to make 
sure this time that all of our parties are In line so as to try and get the 
matter cleared up satisfactorily to all concerned. 

Would you think It advisable to have Mr. B. have a representative of his 
on the ground so If anything should develop, you conid no doubt, get It ad- 
justed satisfactorily? I slmpiy outline this to you after going through what I 
did so as to avoid a similar experience. 

I am enclosing copy of a letter furnished us by Mr. Hoore from F. W. Dryden 
who seems to be buying distillate from the 8. 0. Co. at a cut price. This might 
be another case to sight [cite] to Mr. B. for an explanation. After sizing the 
situation up, there is no question but what our competitor was out of line at 
times and possibly we were, but we now hope that you and Mr. M. can go on to 
Eingman and that you will have a settled nnderatanding or as near aa possible 
Just what they are going to do at Kingman so that we can line up accordingly. 

If the writer can be of any p«nsonal assistance to you, do not hesitate to 
call on ua. 

Yours truly, 

JHH :LV. 

UNION LETTEB REPOBTING PBOHISE OP STANDAItD TO "LINE UP" ON PtQCBS. 



(Subject : Eingman Prices.) 
O. W. Bauh, Mgr. of Stations, 

Los Angeles, Caiifomia. 
Referring again to the matter of Kingman prices, I today had a long talk 
with Mr. B and he promised me that tbey would line up with us on the Eing- 
man price Inside of ten days, that Is, they will advance their list In the town 
of Kingman where they have been cutting. Of course you understand the last 
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list tbat we fixed up at Klntnuan wblch Mr. Hnll took In witb him is ail O. K. 
■with the exertion of theHtoffon Distillate. This was caused by an error of our 

competitor getting report that price of Distillate shonld also be advanced wJieu 
Gasoline advanced on last Saturday the 27th, so by taking the 1# off of Distillate 
column at Kingman, and the different mines, jonr list will then be correct. 

Suppose of course since Mr. Hull has gone Into this matter thoroughly with 
you there is no reason of going into details on this subject, bat I wish to 
advise yourself and Mr. Hull that the proposition looks better to me now than it 
ever has before, and especially rince I have talked with Mr. B. 

Will you please advise me as to about what time you will be able to again 
visit Arizona as I anr anxious for you to look over the field at Blsbee before 
i go any farther with it You will remember this is the place the Calumet & 
Arteona mine Is located, and we have a very good chance of getting Lubricating 
business here if we will make arrangements for handling same. 

On my trip up north, after leaving Mr. Hull, I visited Flagstaff and found 
everything running In very good shape, and took Mr. Brewster with me to call 
OD the trade at Winslow. I now have him lined up so that he understands 
what we eipeet of hlra, and I am satlefled that we are doing the right thing 
by making this change in the work. 

Tours very truly, C. B. Beach, ■ 



Los Anoblbs, Cuif., Dec 23d, ISIS. 
Eingman Prices! 
C. E. BEA.CH, Spec. Agt. 
PJioenix, Arinona. 
We wired yon as follows: 

" In reference to your conversation yesterday with Mr. Blue suggest yon 
make another effort with Interested parties to get Kingman prices adjusted. 
If you can not, meet their prices, advising fully." 
We attach herewith confirmation. 

We know you appreciate we are anxious to get prices adjusted throughout 
your territory, as per personal talk with Mr. B ; and ourselves some time ago. 
Won't you kindly bring the matter to an Issue along lines talked of, advising 
as soon as you possibly can what arrangement can be made so we will know 
-where we are and can get our prices lined up accordingly. 

If we are. higher at any points and they will not adjust them in arcordance 
with onre, so advise ua and we will arrange ours to meet these conditions. 

We hope you will be successful in getting everything straightened out to 
your satisfaction. 

With kind personal regard, we are, 

Tours truly, t 

. JHH NB. Manager of Stations. 

UNION LETTBB DIKECTING AGENT TO MEET STANDABD PRICES. 

In Reply Give No CWB 6805 



C. W. Raxph, Mgr. of Stations. 
Los Anpeies, CaUf. 
We are today wiring Mr. A. O. Bowen at Kingman as follows: 
"Effective immediately reduce price one cent all deliveries Gasoline, Kmo- 
sene. and Distillate at Kingman only. Also refer our telegram twenty-third 
advancing price Gas Oil. Do not make this advance until further advised." 

It seems that the Gas Oil price has been a little bit mixed in our territory 
of late. While the writer was at Globe our competitors reported a 2i^ raise, 
which as you know Mr. Morgan made arrangements to meet, and so advised 
our Kingman station; but this momlng we have your letter of the 24th, 

i.,...iA'OOgic 
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JHH — DO Dumber, In regard to Ur. Mcwre talking with Mr. Allen Ware, and 
making arrangemeDts to raise Gas Oil price at Kingman 1^ only. I have talked 
this matter over thoronghly wltii Mr. B. and he advises that his pe<q>le have 

realty raised the price to .5J* f. o. b. Lob Angelee to ^everybody, and it was 
his understanding that this raise applied to all the companies, but I 
gather from your several letters on this question that it was not your 
understanding that there was this raise at Los Angeles. We appreciate 
your making arrangements with Mr. Moore for this It raise at Kln^uaii 
and trust we can eventually get the other raise of lit into efTect. Would 
appreciate if you would investigate this Qaa Oil .price on the Coast an^ 
advise just what you think In regard to same as we certainly want to take 
advantage of every bit of profit we can, but at the same time do not want to 
Jeopardize our business by too much of a raise. 

You will also note I have advised Kingman station to meet our competitors' 
list on Gasoline, Kerosene and Distillate. This was done after talking tbe 
matter over thoroughly with Mr. B. He think we Justified In doing this 
as his people at Frisco are slow in adjusting this matter. 

We trust this makes the matter clear to you In every way. You can now 
see what occasioned our telegram of December 23d, which you mentioned In 
yoiw JBB-360. 

Yours very truly, 

0. B. Beach, 
Special Agent. 



NOTICE OF PRICE CHANGES. 



ADBwerlng letter JHH-126 Oct. 26th. Subject : Advance Reflned' OllB. 
Mr. C. W. Baiph, 

Mkt. Stations at Los Angeles. 
Att'n Mr. Ralph. 

Dear Sib : Please be advised that Gasoline, Benzine, Naptha and Engine Dis- 
tillate advanced one cent on Octotier 26th. We received your telegram and fol- 
lowed the advance as soon as we found that It had actually gone into effect. 
If you will kindly let us have this information as soon as possible in each case, 
it may be of material benefit to us, as the other fellow has the advantage over 
us In this respect In this particular case the Standard Oil Company representa- 
tives received- this Information the previous day and of course took advantage 
of the condition by notifying all of the trade to fill up at the lower figure. In 
ord^ to be in the same position, it will be necessary for us to receive this 
Information as soon as possible. 
Thanking yon, I am 

Yours very truly, F. E. Albbioht, 

Special Agent. 
FBA:M 



Exhibit 7. 
COMPLAINT OF PRICE CUTTING. 

In reply give No. FEASld 
Union Oil Oompant or Cautobdia, 

El Centro, CaUf., Aug. 18, 1915. 

Answering letter . Subject: . 

Mr. C. W. RAI.PH, 

Mgr. of Stations at Los Angeles, Calif. 

Att'n Mr. . 

Dear Bm: Confirming phone conversation of this date, would eay that tbe 
Standard Oil are reported to me as offering the Harry Baum Grocery Company, 
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at Brawlej', two cents off on gasoUne. Tbla Ck>mpany informed me that unless 
we could meet thla price, they wonld be compelled to make a change. Mr. 
Bauiu has been a customer of ours for years and Is considered one of o&r best 
boosters. He also pays casb at time of delivery, and I wonld feet very badly 
If, for any reason, we were to lose him. 

I am also Informed that the Standard Oil are delivering to Nice Bros. Imple- 
ment Company and Callpatrla Hardware, at Callpatrl, at two cents otT the list 
price. Mr. Keck, our truck salesman saw one of the driver's tickets, which waa 
made out without any price being given, but was also shown an Invoice from 
Los Angeles, covering the same delivery, which carried a price of twelve and 
one-half cents, which is two cents under the market price. None of these three 
firms has au nnderground storage tank or pump for filling automobiles. 

You spoke to me about seeing the Standard Oil representative in the valley. 
I have been endeavoring to get hold of him aU day, but have been unable to 
locate him. I wish to say that at other times I have taken matters of this 
nature up with him, but be has as much as told me to go to thunder and get my 
Information some place else, or words to that effect. He is a young fellow and 
feels his Importance, which is no doubt, responsible for his actions, and were a 
larger man on the Job, perhaps a good many of these complaints might be 
avoided. I will, however, use my best endeavors to get him to say what he 
Intends to do r^ardlng these cuts. 

Hopir^ that some definite understanding can be arrived at between the two 
companies regardmg the cute In prices, I am 
Tours very truly, 

F, &. Albbioet, 

Speoiai Agent. 

FEA:KCB. 

P. S. — I succeeded in locating Mr. Griffith this afternoon who told me If their 
agent at Brawley was making a two cent differential to any concern not having 
a filling station was doing so without his knowledge. 

AUKIOHT. 

Exhibit 8. 
PBICES ADJUSTED IN VENTURA TERRITORY. 

WLS-2fl51 
Los Angeles, Calit. Dec. 2S, 1916 
Vfflitnra Territory Associated Oil Oompany 1* per gallon discount on gasoline. 
J. E. BoT^, Office. 

We have read your report carefully under date of Dec. 13th and would like 
to know whether yon or Mr. McVean can secure the name of at least one con- 
sumer who Is buying 'A. 0. gasoUne at 1* off list. 

Mr, Ralph has asked for this information as he has had the subject up with 
the A, O. Co. in San Francisco and they are asking that we. give a specific 
case so that they can run down the debet and investigate thoroughly. One 
name will be Just as good as a dozen, so would appreciate It very much If you 
could secure this information and If possible, the number of the ticket so that 
we can be very specific In our charge. 
Tours truly 

WLSd;LV 

cc J. M, Geary — The above Is In connection with Mr, Hull's letter to you 
under date of Dec. 22nd, JHH-1785. If Mr. Boyes should secure this Informa- 
tion, we are asking that he forward It direct to you or give same to Mr. McVean 
80 that everybody will be Informed. You can then give the Information to us 
by answering Mr, Hull's letter under date of Dec, 22nd. The A. O. Co. when 
Informed of this condition at San Francisco by Mr. Ral[di stated that they 
wonld discontinue the practice at once. 

cc A. J. McTean. 
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ANSWER OF H. S. BOTSFOBD. 

[Letterhead Puente Oil Company.] 

Los Anoeles, Cal., 

Oetober to. 1921. 
FmEBAL Tbadg CouMisBion, 

Mr. HU8TOW ThompboW, ChaWnum, 

^Va9hingtm, D. C. 

Deab Sib: Referring to your Inquiry o( October Uth and to the certain code 
meSBage quoted, it is a matter of re^n^t that an; importance continues to be 
attached to this message after the history, which I gave of the Incident to your 
representatives. 

There were no officials connected with the circumstances and the Incident was 
used by me solely in furtherance of a contention, wliich I had with President 
SchlackB. Tour Investigators wHl probably recall that some time prior to the 
dates referred to In the telegrani market prices of crude oil in California had 
-advanced without a corresponding increase in the price of gasoline. I had urged 
Mr. SchlackB that It was entirely consistent that we disregard the published 
list of gasoline and increase oar price to correspond with the advance In crude, 
particularly as we had a hl^ grade commodity. He had not given me his 
decision on tbls matter at the time in question. 

We deal quite largely with the Standard Oil Company at San Francisco and 
in connection with our regular transactions, I took occasion to comment, joliingiy, 
on the discrepancy In the crude and gasoline markets. To this the Standard 
Oil representative, not an offlcial, replied in a similar Tcln to the effect that 
there were no strings on the market, to advance the price ourselves. Upon my 
return to Los Angeles a few days later, the remark was quoted to me as having 
been made by a Standard Oil representative here, whom I do not know, in 
which remark the same attitude was taken, I did not hear this remark myself. 

These two inddentH occurred to me as affording the opportunity to press my 
point with Mr. Schlacks and any xwsslble misconception can be attributed to 
the limitations of the commercial code, which made it impossible for me to more 
accurately convey my meaning. 

As a matter of suhsequent history, the Board of Public Utilities of the City of 
Ix>s Angeles later in the season requested the gasoline marketers to advance 
their prices so as to permit suppilps to be shipped in from the mid-continent and 
relieve the local shortage. I cite this fact In sowort of my contention that our 
published market on gasoline was too low, and of this I was so thoroughly con- 
vinced that I used what otherwise would have been an absolutely unimportant 
Incident in an attempt to further my cause. 
Respectfully yours, 

(S^ed) H. S. BOTSS'OBD. 

HSB ; GAH 



UNION OIL CO. CLASSIFICATION OF CUSTOMERS. 

UNION OIL COMPANY OF CALIFORNIA, 

Station Department. 

Bulletin No. GWR^12e Los Anqb 

Subject ; Tank Wagon Market Prices 
To all ^»eclal Agents Southern District. 
Gentlemen : the Special Agents at 

Los Angeles Ventura 

Burbank Pasadena 

Riverside San Pedro 

El Centre Santa Ana 

will be governed by the following instructions in marketii^ our products in their 
tCTrltory. 
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Engine <Ji»tiUate. 

Make no farther contracts on Ehigine Dletillate. Sell at our open market price 
date of delivery, with the following exceptions: 

An allowance of H per gallon off our open market price date of delivery will 
be made to the following ; 

Cltlea, towns and Municipalities. 
Tuna Exchange and Packing Houses. 
Garages and fllling etationa 
Carload lots drums or barrels, or in tank cars. 
One <14) cent per gallon off our open market price date of delivery will be 
made to the following : 

Government, State and Peddlers. 
Deliveries to Tractors and private boat owners will be made at OPEN 
aiARKET PRICE DATE OF DELIVERY. 
Terms: 1% Discount If account paid by the 10th of month following delivery. 

GagoUne. 

Two (2^) cents per gallon off onr open market price date of delivery to the 
following : 

Garages. Filling Stations, Peddlers, Tank car shipmentB, carload lots — con- 
sisting of drums or barrels— shipped to garages and to such sellers of gasoline 
who operate portable buggies or curb filling stands. 

One (W) centpergalionoff our open market price to the following; 

Cities, Counties, States, Government, Towns, and (in Iron barrels or drums) 
mixed carloads, consisting of gasoline with other products. 

Trucks, and cars used for strictly commercial purposes. 

Jitney Busses. 

Grocery and Hardware Stores. 

Industrial concerns (Those engaged in ManTg. business). 

Open market price on gasoline. 

Tractors and private cars not used for commercial purposes and private boats. 

Terms: Tank wagon deliveries NET CASH 30 days no discount. 

On straight carload shipments consisting exclusively of gasoline in Iron bar- 
L'rts or drums or tank cars, 30 days net, 1% discount if account is paid by the 
10th of month following delivery. 

Gasoline in barrels or drums with other commodities 80 days net, or 2% dis- 
count if account paid by 10th of month following delivery. 

We win positively not make deliveries to private parties for the accommodation 
of a fi^rage or filling station. In the past occasional deliveries have been made 
to this class of trade, and the charge has been against the garage or filling sta- 
tion. This will not be done in the future. 

Contracts. 

We will not make contracts on gasoline or distillate covering any stated period 
of time. 

Kerosene oil. 

Open market price date of delivery to all buyers excepting the following : 

One W) cent per callon off our market price date of delivery to peddlers who 
call at our plant for dellvM-y, One half (H) cent off when deliveries are made by 
us from our wagon equipment to the peddlers. 

In tank cars or in iron packages In straight or mixed carload lots one half (it) 
cent per gallon off the market date of shipment. 

Terms on kerosene: Tank wagon deliveries NET CASH 30 days. 

Straight carloads 1% discount if account paid by the 10th of month following 
delivery, 30 days net 

Mixed cars 2% discount if account paid by 10th of month following delivery, 
30 days net. 
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Oae oil and »tove oil. 

Tbere seems to be some misunderstanding regarding terms on theee com' 
modlties. Some are 30 days net and without discount. 
The above is effective on receipt of tills bulletin. 

C. W. Ralph, Manager of StalioM. 
cwr-rwm 



STANDARD OIL CO,. CLASSIFICATION OF CUSTOMERS. 

Los Anoexss, Cai,., 
December IS, 1915. 
Dear Sie : At some points some of our Agents have misunderstood our mUngs 
cm classiflcation of trade and the differentials tliat at:¥>ly thereto, and in order 
that tliere sliould tie no misunderstanding in the future, I am pleased to give 
yon below the following: 

Red Crown Engine 

Qasotine Dlsdllate 

per gallon 

Off list at date of delivery 



Garages 2t %t 

Filling Stations 2 i^ 

(By ailing stations you will interpret our ruling to mean regular equipped 
service stations, as well as Motorcycle Agencies and Repair Stiops, Automobile 
Agencies, Accessory Stores, Hardware Stores, Grocery Stores, all of which have 
either a self-measuring pump or sidewalk buggy o " ' " • ■• ■ • - -^ 
ing so as to serve Gasoline direct from the pump t( 
Hardware Stores If witliout S. M. Pump List 

Grocery Stores 1 " " " List 

General Merctiandlse Stores 1 " " " List 

Industrial Plants 1 List 

Motor Truck Operators 1 List 

Stage Lines 1 List 

Taxicab Companies, etc., 1 List 

Municipalities consisting of towns, city 

and county business 1 ^ 

Oovemment and State 1 1 

To such trade as tractor operators, pumping plants of all kinds and sizes. 
auto owners and all trade not listed above, will be list price on Gftsoilne, and 
list price on Engine Distillate. 

The above ruling is mandatory and must be put into effect at once with 
exception of where we have contracts out that are below these prices, and if 
there are any contracts in effect In your field, Icindly send us a list of them 
so we can check them with our office records, and this at your earliest con.- 
venlence. 

Kindly acknowledge receipt. 

Tours truly, 

Exhibit 12. 
LETTER IN DAN EMMET CASE. 

In reply give No. M-3664 . 
Union Oil Compahy of CAUFoatJiA 

Ventura, Calif., Dec 2S, 191S. 

S. O. Co. Prices. 
Mr. C. W. Ralph, Mgr. of Statiomi, Lo» Angeles, Calif. 
Attention— J. H. Hull 

Upon receipt of jour bulletin CWR--126, December 11th, covering taul: wagon 
market prices, we put same into effect immediately. Since tliat time we have 



_.OOglt 



PACIFIC COAST PETROLEUM INDtTSTBT, 209 

bad reascHi to beUeva that the S. O. Company 1b not working on the aame 
achednle, bnt it was not until yesterdar that we were able to Bccure poBltlTe 
evidence ot the fact ae follows: 

On December 21st, our salesman called on Mr. Dan Emmet, a regnlar cub- 
tonier of ours on both refined and Inbrlcatlng products, and was Informed by 
Mr, Emmet that the S. O, Company's Agent at Oxnard had told him that there 
would be no change to the price until the 'first of the year, and Quoted engine 
distillate at &t (our price 9it) end gasoline at 15« (our price 19t). Mr. mm- 
met stated that arrangements had been made for the S. O. Company to mabe 
delivery to him on the 22nd. Mr. Emmet has been a good friend of onra 
and upon the promise that he would let us see the delivery ticket of the S. O. 
Company, we concluded to make a test case of this and did not try to take 
this order at a cut price. The S. O, Company delivered to Mr. Emmet, yester- 
day 25 gallons of Red Grown at I5f and 380 gallon of en^ne distillate at M on 
ticket 897988, dated December 22nd. A peculiar thhig about It Is that the ticket 
IB made out In the name of F. O. Wadlelgh with whom we understand the 
S. O. Company has a contract This ticket was seen by our Mr. Welch. I do 
not understand this brand of slight [sleight] of band, but the fact remains that 
Mr. Emmet received his goods at the time and at the price promised to him and 
of which we were Informed Id advance. 

Under the old ruliog, neither Mr. Wadlelgli or Mr. Emmet would be entitled 
to one cent discount on gasoline, they having no commercial ear. 

On the strength of the above, together with similar reports that haTe come 
to me, I have, in order to protect onr business, given Instructions to our sales- 
men to deliver distillate to anybody having a tractor or caterpillar at it below 
list until further notice. I feel that we cannot, In Justice to ourselves, main- 
tain the list price to CaterplHara while our competitor Is out gunning for our 
beet trade at the old discount. It looks very much as if they had postponed 
putting tho new schedule Into effect until the first of the year at least, and In 
the meantime If we were maintaining our list prices, they would get our beet 
business away from us and we would have to fight ttie battle all over again to 
fret It back. 

If you have any advice In this connection, I will be glad to hear from yon. 
Very ttdly youra 

(Signed) A. J. McTeam Special Agent. 

P. S. Since writing the above, I learned that while the ticket for Mr. Emmet 
Is made out In the name of F. O. Wadlelgh, there Is a notation on same to 
charge to Dan EmmeL It looks very much like this oil was delivered under 
Mr. Wadlelgh's contract, although Mr, Emmet has no knowledge of any such 
arrangement and the result is the same In any case. Onr friend, the enemy, 
la certainly caught with the goods. 

CcN.S.A^V4/16 



Exhibit 13. 

PRICES TO CAF£S in IHPEBIAL VALLEY. 

CC J. H. HuTJ, 

W. U Standabd 
CWR-444 
Los Anqeleb, Cal., Jan. 80, 1917. 

Refined OU Ooadltlons Ei Gentro Territory — Restaurants and Cafes. 

F. E. Aibbioht, dm. Sales Manager 
EI Cmtro, Cal. 
During writer's personal discugsfon with you, you will recall that we took 
up the matter of price which was being made to restaurants on engine distillate. 
It was writer's understanding that you had done everything possible to maln- 
tRin your price but that some months ago It developed that you were gradually 
losing all of your restaurant accounts. You finally developed through the 
Fritz Cafe of Callpatria that the S. O. Company were giving these cafes atiid 
restaurants H oft on engine distillate deliveries. You will recall that yon 
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advised you waited three weeba before yon met this cut iu price; havius satU- 
fled yourself that the S. O, Company were allowing H off you met the cora- 

petltloQ, it being understood, however, that both you and your competitor were 
demauding cash on delivery In order to Justify the }# allowance. 

In Mr. J. T. Black's letter to you of Nov. 12, to which was attached the 8. 0. 
Company's ticket from Fred Palmer, Caiipatria, Mr. Black stated that the 
cafe owners feared to give us their tickets as by so doing they would stand a 
chance of losing the cut price. We now develop that for eighteen consecutive 
months the 8. O. Company have be«t selling cafes and restaurants engine dis- 
tillate if off the market, date of delivery. They claim that tliey made this 
concession In order to meet your competition. They submitted a letter written 
to their Loa Angeles office by their El Centre representative during October, 
1916, In which it was reported that your representatives were allowing i# off 
on diatlllftte to cafes In the Imperial Valley and they referred to the case of the 
Main Chop House and the Guy McMain bakery, El Centre, to whom yon were 
selling distillate at i^ off during the latter part of 1916. They also refer to 
the Valley Cafe at Imperial to which it is claimed you made deliveries prior to 
November & 

We attach hereto a list of cafes and restaurants In your territory and will 
request that you kindly forward us all the tickets covering deliveries which yon 
made to said cafes during the year 1916, or, If the original tickets are not avail- 
able, then send us copies. 

It la further claimed that the Guy McMain bakery do not operate trucks and 
thus are entitled to no discount. We would like very much to clean up this 
situation and know of no reason why we should not clean house effective Febru- 
ary 1st. Ton will, of course, appreciate that if any of these cafes or restaurants 
are operating commercial vehicles for commercial purposes they are thus entitled 
to i^ off the market. 

Tours very truly, 

C. W. R.1LPH, 

By R. W. M., Marmger of Statiom. 
CWR EL 
CC JH HULL 
W L Standard. 

BSHIBIT 14. 
CALIFORNIA ANTI-TBUST LAW 

California Anti-Trust Law (Statutes, 1907, pp. S84-986) 
Chapter 530. 

An act to define trust and to provide for criminal penalties and civil damages, 
and punishment of corporations, persons, firms, and associations, or person); 
connected with them, and to promote free competition in commerce and all 
classes of business In this state. 

tApproved March 23, 1907] 

The people of the State of California, represented Id senate and assembly, 
do enact as follows : 

Sectioh 1. A trust is a combination of capital, skill or acts by two or more 
persons, firms, partnerships, corporations or associations of persons, or of 
any two or more of then) for either, any or all Of the following purposes : 

1. To create or carry out restrictions In trade or commerce. 

2. To limit or reduce the production, or Increase or reduce the price of mer- 
chandise or of any commodity. 

3. To prevent competition in manufacturing, making, transportation, sale or 
purchase of merchandise, produce, or any commodity. 

4. To fix at any standard or ^ure, whereby its price to the public or con- 
sumer shall be In any manner controlled or established, any article or com- 
modity of merchandise, produce or commerce Intended for sale, barter, Bse 
or consumption In this state. 

5. To make or enter into or execute or carry out any contracts, obligations 
or agreements of any kind or descrtptlon, by which they shall bind or have 
bound themselves not to sell, dispose of or transport any article or any com- 
modity or any article of trade, use, merchandise, commerce or consumpCioo 
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below a common standard figure, or fixed value, or by whlcb they eball agree 
In an; manner to be^ the price of such article, commadlt; or transportation 
at a fixed or graduated flgnre, or by whlcb the; shall In any manner establish 
or settle tbe price of any article, commodity or transportation between tbem 
or tbemselces or othere, so as to directly or Indirectly preclude a free and 
unrestricted competition among themselves, or any purchaBers or consumers In 
the sale or transportation of any such article or commodity, or by which 
tbey shall agree to pool, combine or directly or Indirectly unite any Interests 
that they may have connected wltb the sale or transportation of any such 
article or commodity, that its price might in any manner be effected. Every 
such trust as iB defined h^ein Is declared to be unlawful, against public policy 
and void. 

Sec. 2, For a violation of any of the provisions of this act by any corporation 
or association mentioned herein, It rtiall be the duty of the attorney-general 
or the district attorney of the proper county, to institute proper suits or quo 
warranto proceedings In any court of competent Jurisdiction for the forfeiture 
of Its charter rights, franchises or privileges and powers exercised by such 
corporation or association, and tor the dissolution of tbe same under the 
general statutes of the state. 

Sec. 3. Every foreign corporation, as well as every foreign association, exer- 
cising any of the powers, franchises or functions of a corporation In this State. 
violating any of tbe provisions of this act, la hereby denied the right and 
prohibited from doing any business In this state, and it shall be the duty of 
the attorney-general to enforce this provision by bringing proper proceedings by 
Injunction or otherwise. The secretary ot state shall be authorized to revoke 
the license of any such corporation or association heretofore authorized by 
blm to do bnsinesB in this states 

Sec. 4. Asy violation of either or alt of the provisions of this act shall, be 
and Is hereby declared a conspiracy against trade, and any person who may 
become engaged in any such conspiracy or take part therein, or aid or advise in 
its commission, or whu shall as principal, manager, director, agent, sen-ant or 
employee, or In any other capacity, knowingly carry out any of the stipulations, 
purposes, prices, rates, or furnish any Information to assist in carrying out 
such purposes, or orders thereunder or in pursuance thereof, shall be punished 
by a fine of not less than' fifty ($50) dollars nor more than five thousand 
($S,O0O) dollars, or be imprisoned not less than sis months nor more than one 
yenr, or by both such fine and imprisonment. Each day's violation of this pro- 
vision shall constitute a separate offense. 

Sec. 5. In any Indictment, information Or complaint for any offense named in 
this act, it Is sufflcioit to state the purpose or effects of tbe trust or corobhia- 
tlon, and that the accused is a member of, acted with or in pursuance of It, or 
sided or assisted In carrying out its purposes without giving Its name or descrip- 
tion, or how, wh^i and where It was created. 

Skc. 6. In proBociitionB under this act. It shall be suHlcleut to prove that a 
trust or combination, lis defined herein, exists, and that the defendant belonged 
to It, or acted for or In connection witli it, without proving all the members 
belonged to it, or proving or producing any article of agreement, or any 
written instrument on which It may have been based ; or that It was evidenced 
by any written Instrument nt all. The character of the trust or combination 
alleged may be established by proof of its ■general reputation as such. In case 
aay court of record, or In vacation any Judge of said court in which is land- 
ing imy civil, criminal or other action or proceeding brought or prosecuted by 
the attorney 'general or any district attorney for tbe violation of any of the 
provisions of this act or in any action or proceeding for the violation of the law 
of this state, against conspiracy or combination In restraint of trade so orders, 
no person so ordered shall be excused from attending, testifying or producing 
boolts, papers, scheiluies, contracts, agreements or any other document In obedi- 
ence to the subpcena or under the order of such court or of any commisaioner 
or referee appointed by said court to take testimony or any notary public or 
other person or officer authorized by the laws of this state to take depositions 
when the order made by such court or Judge thereof includes a witness whose 
deposition is being taken before such notary public or other officer on the 
ground or for tlie reason that the testimony or evidence required of him may 
tend to criminate him or subject him to any pennity; but no individual shall 
be prosecuted or subjected to any penalty for or on account of any transaction, 
nsatter or thing concerning which he may so testify or produce evidence, docu- 
mentary or otherwise, before any such court, person or ofllcer. 
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SBC 7. Each and every flmi, pereoQ, partnerdilp, cotporatton. or aisodUlon 
of pertsooB, who shall in any maimer violate any of tiie prorlBions of this act, 
shall for each and every da; tbat anch violations sbalt be ci»ninitted or con- 
tinued, after due notice ^ven by the attomey-gen^al or any district attorney, for- 
feit and pay the sum of fifty ($50) doUars, which may be recovered in the name 
of the people of the State of California, In any county where the ofFenee is com- 
mitted, or where either of the offenders resides ; and it shall be the duty of the 
attorney-general, or the district attorney of any conaty on the order of the 
attorney-general, to prosecute for the recovery ot the same. When the action Is 
prosecuted by the attorney-general against a corporation or association of per- 
sons, he may begin the action in the supreme court of the county in lyhlch de- 
fendant resides or does business. 

Sbc. 8. That any contract or agreement in violation of the provisions of this 
act, shall be absolutely void and shall not be enforceable either in law or in 
equity. 

Sec. 9. That the provisions hereof shall be held cumulative of each other and 
of all other laws in any nay affecting them now In force in this state. 

Sbc. 10. It shall not be lawful for any person, partnership, association or cor- 
poration, or any agent thereof, to issue or to own trust certificates, or for any 
person, partnership, association or corporation, agent, officer or employee, or the 
directors or stockholders of any corporation, to enter Into any combination, con- 
tract, or agreement with any person or persons, corporation, or corporations, or 
with any stockholder or director thereof, the purpose and effect of which combi- 
nation, contract or agreement shall be to place the Dianagement or control of such 
combination or combinations, or the manufactured product thereof, In the hands 
of any trustee or trustees vrith the intent to limit or fls the price or lessen the 
production and sale of any article of commerce, use or consumption, or to prevent, 
restrict or diminish the manufacture or output of any such article, and any 
person, partnership, association or corporation that shall enter into any sucb 
combination, contract or agreement for the purpose aforesaid shall be deemed 
guilty of a misdemeanor, and on conviction thereof shall be punished by a fine 
not less than fifty dollars, nor more than five tbousand dollars. 

Sic. II. In addition to the criminal and civil penalties herein provided, any 
person who shall be injured In his business or property by any other person or 
corporation or association or partnership, by reason of anything forbidden or 
declared to be unlawful by this act, may sue therefor in any court having juris- 
diction thereof in the coimty where the defendant resides or is found, or any 
agent resides or Is found, or where service may be obtained, without respect to 
the amount In controversy, and to recover twofold the damages by him sus- 
tained, and the costs of suit. Whenever it diall appear to the court before 
which any proceeding under this act may be pending, that the ends of justice 
require that other parties shall be brought before the court, the court may cause 
them to be made parties defendant and summoned, whether they reside In the 
county where such action Is pending or not. 

Sec. 12. The word "person" or "persons" whenever used In this act, shall 
be deemed to Include corporations, partnerships and associations existing under 
or authorized by the laws of this state or any otlier state, or any foreign country. 



AHEKDMGNT TO CALIFOKNIA ANTI-TRUST LAW. 

Amendment to California Anti-Trust Law. (Statutes, 190&. pp. 593-5&4) 
Chapter 362. 

An act to amend section one of an act entitled "An act to define tmat and to 
provide for criminal penalties and dvil damages, and punishment of corpora- 
tions, persons, firms, and associations, or persons connected with them, and to 
promote free competition In commerce and all classes of business In this 
state," approved March 28, 1907, and to add a new section thereto to be 
numbered two and one-half relating to competition on trade and Industry, and 
to add a new section thereto to be numbered section thirteen relating to labor. 

[Approved March 20. 1919.1 

The people of the State of Oallfomla, represented In senate and asaembly, 
do enact as follows: 
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SKcnoN 1. Section one of an act entitled "An act to dpflne trust and to 
provide for crtminal penaltlee and dvll damages, and punishment of corpora- 
tions, persons, firms, and associations, or persona connected with them, and to 
promote free competition in commerce and all classes of business in this state," 
Is hereb; amended to read as follows: 

Sbction 1. A trust Is a comJilnation of capital, skill or acta by two or more 
persona, firms, partnerablps, corporations or associations of persons, or of any 
two or more of them tor either, any or all of the following purposes: 

1. To create or carry out restrlctlona In trade or commerce. 

2. To limit or reduce the production, or increase the price of merchandise or 
of any commodity. 

3. To prevent competition In manufacturing, making, transportation, sale or 
purchase of merchandise, produce or any commodity. 

4. To flx at any standard or figure, whereby Its price to the public or con- 
sumer shall he in any manner controlled or established, any article or com- 
modity of merchandise, produce or commerce Intended for sale, barter, use or 
consumption in this state. 

5. To make or enter into or execute or carry out any contracts, obligations 
Of agreements of any kind or description, by which they shall bipd or have 
bound themselves not to sell, dispose of or transport any article or any com- 
modlty or any article of trade, use, merchandise, commerce or consumption 
below a common standard figure, or fixed value, or by which they shall agree 
In any manner to keep the price of such article, commodity or transportation 
nt a fixed or graduated figure, or by which they shall in any manner establish 
or settle the price of any article, commodity or transportation between them 
or themselves and others, so as to directly or indirectly preclude a free and 
unrestricted competition among themselves, or any purchasers or consumers 
in the sale or transportation of any such article or commodity, or by which 
they shall agree to pool, combine or directly or indirectly unite any interests 
that they may have connected with the sale or tranqwrtatlon of any such article 
or commodity, that its price might in any manner be affected. Every such 
trust as Is defined herein Is declared to be unlawful, against public policy and 
void, provided that no agreement, combination or association shall be deemed 
to be unlawful or within the provisions of this act. the object and business of 
which are to conduct its operations at a reasonable profit or to market at a 
reasonable profit those products which cannot otherwise be so marketed, pro- 
vided iwrther, that it shall not be deemed to be unlawful, or within the pro- 
visions of this act. for persons, firms or corporations, engaged In the business 
of selling or manufacturing commodities of a similar or tike character, to em- 
ploy, form, organize or own any interest in any association, firm or corx>ora- 
tion, having as Its object or purpose the transportation, marketing or delivery 
of such commodities. 

Sec. 2. A new section is hereby added to said act to be numbered section two 
and one-half and to read as follows : 

Sec. 21. It shall be lawful to enter into agreements or form associations or 
combinations, the purpose and effect of which shall be to promote, encourage 
or increase competition in any trade or industry, or wliich are in furtherance 
of trade. 

Sec. 3. A new section la hereby added to said act to be numl>ered section 
thirteen and to read as follows: 

Section 13. Labor whether skilled or unskilled la not a commodity witliln 
the meaning of this act. 

Sec. 4. This shall take effect Immediately. 

Exhibit 16, 
CALIFORNIA SUPREME COURT ANTI-TRUST DEaSION. 

PEOPLE v. H. JEVNE CO. et al. (Cr. 2208). (Supreme Court of California. 

Jan. 28, 1918). 178 Paclflc Reporter. 
" In Bank. 

Appeal from Superior Court, Los Angeles County ; Frederick W. Houser, Judge. 
The H. Jevne Company and others were convicted of a con^lracy against 
trade. From a judgment of conviction and an order denying their motion for 
new trial, they appeal. Affirmed. 
807T1°— 22 ^IB 
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K. B. Toong and Goodwin & Morgrage, sll of Los Angeles, for appellflnta. 

U. S. Webb, Att7. Geo., and Joseph L. LenlnBohn, Deputy Att;. Gen., for tbe 
Peoifle. 

SLOSS, J. The defendants appeal from a Judgment convicting them of a 
'con^lracy against trade, as deflned by the statute of 1907, commonly known 
as the Cartwrtght Act. Stats. 1907, p. 984; amended, Stats. 1909, p. 583. They 
alBO appeal from an ocder denying their motion for a new trlaL" 

The indictment was in three connts, by means of which the pleader undertook 
to set up different statements of the same offense. Briefly stated, the cliarge 
was that the defendants, who were severally engaged, in the business of baking 
bread and selling the eame at wholesale to retail dealers In the county of Ixe 
Angeles, made and entered Into a trtist, combination, and con^lracy with eadi 
other and with other persons, to Hz the price at which retail bread dealent 
should sell 24-ounce loaves of bread to consumers, such price being fisetl at 
15 cents per loaf, and to require and force the retail dealers to whom bread 
was sold by them to sell to the public at a price of not less than 15 cents for 
each 24-ounce loaf; and that said defendants further agreed that they wonld 
refuse to eell any bread to any retail dealer who refused to maintain said 
price. The indictment seta forth the commission of varions acts in furtherance 
«f such agreement. 

Tlie present appeals were first heard in the District Court of Appeal for the 
Second Appellate District, and the Judgment and order appealed from were there 
affirmed. An order was subsequently made transferring the cause to this court 
for hearing and determination. 

In the argument before the Court of Appeal, counsel for the defendants di- 
rected their efforts, In large part, to an attack upon the constitutional Itj of the 
act under which the prosecution was had. That court gave full consideration 
to the points made In this regard, and answered them to such effect that tlie 
appellants, in seeking a hearing in this court, abandoned their former positioD 
and conceded the validity of the statute. We may therefore omit any discus- 
sion of this question, which was one of the prtncipal points of contention on tbe 
earlier presentation of the appeal. 

It Is also unnecessary, for the purposes of the present case, to follow counsel 
into another field of debate which is treated with some elaboration tn the 
briefs. Much Is there said regarding the proper construction of the act. But 
the art, however it be Interpreted, does undoubtedly prohibit, subject, of course, 
to the provisos of the amendment of IftOft, any combination of capital, skill, or 
acts by two or more persons for the purpose of Increasing the price of any 
commodity (section 1, subd. 2), or fixing at any figure, whereby its price to tlii: 
consumer shall be controlled, any article Intended for sale or consumption (sec- 
tion 1, subd. 4), or to make or carry out any agreements by which they shall 
bind themselves to keep the price of such article at a fixed or graduated figure 
(section 1, subd. 5>. Nor will it be doubted that all or, at least, some of these 
prohibitions are violated by an agreement between wholesale bakers, whereby 
they fix the retail price of bread to be sold by them to retailers at 15 CHits 
per loaf, and agree that they will not sell bread to any retailer who does nut 
maintain such price. The making and carrying out of such a combination was 
clearly and directly charged in the Indictment, and It Is not claimed that there 
was a lack of evidence to support the accusathm. 

With the elimination of the questions to which we have referred, little re- 
mains to be considered, except the effect of the above-quoted proviso added to 
section 1 by the amendment of 1909. That proviso declares that no agreement. 
combination, or association shall be deemed to be unlawful ' the object and busi- 
ness of which are to conduct its operations at a reasonable profit or to market 
at a reasonable profit those products which cannot othervrise be so marketed.' I 

The appellants contend that the indictment was defective, and that their 
demurrer thereto should have been sustained, for the want of an allegation 
that the combination or agreement set forth did not come within the per- 
missive scope of this proviso. There is no uncertainty in tie law goveniiag 
tbe necessity of alleging, in an indictment or information, that the accused 
does not come within exceptions or provisos contained In the statute authoriz- 
ing the prosecution. As la frequently the case, the difficulty lies rather in the 
application than in the enunciation of the rule. The question was carefully 
considered, and clearly expounded, in Ex parte Hornet, 134 CaL 3S5, 97 Pac. 
«91. It was there Bald : 
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" Such exceptioDs and provUioa were to be negatived In the pleadii^ only 
where tiiey are descriptive of the offense or define It, and that where they afford 
matter of excuse merely, they are to be lelled cm In defense." 

Hornef had been prosecuted for practicing dentistry without the license 
required by the act of 1901^ Stats. 1901, p. 564. By a ptoTino In section 1 of 
that act it was declared tliat the requlrwoent of a license was not to apply 
to dentists who had the right to practice at the time of the passage of the act. 
The holding was Uiat It was not necessary to allege In the' complaint that the 
licensed was not within the class so excepted. Similarly, It has been held that 
an Indictment for bigamy need not negative the existence of facta making 
applicable a proviso that the statute shall not extend to a person marrying 
without knowledge that a former husband or wife, who has been absent from 
the state for a given number of years la still alive (State v. Abbey, 29 Vt. 60, 
67 Am. Dee. 754; State v. Gallagher, 2ft R. I. 266, 38 Atl. 655; People v. 
Priestley, 17 Cal. App. 171, 118 Pac. 865) ; that an Indictment, for unlawful 
sale of certain drugs need not negative an exception in favor of druggists selling 
on a physician's prescription (State v. Ah Chew, 16 Nev. 50, 40 Am. Rep. 488) ; 
and that it is not necessary to exclude the exertion In an accusation under a 
statute making it an offense to ci^age In labor on Sunday, with the proviso 
that the act shall not extend to those who conscientiously observe the seventh 
day of the week as the Sabbath. BllUghelmer v. State, 32 Ohio St. 435. These 
cases, and others of like purport, are cited and discussed in Ex parte Hornef, 
supra. On the other hand. It is essential, in a charge of rape, to allege that 
the female upon whom the act was accomplished was not the wife of the per- 
petrator (People v. Miles, 9 Cal. App. 312, 101 Pac. 525), or. In a charge of 
the offense described In section 288 of the Penal Code, to aver that the act 
"was not one of those " constituting other crimes provided for in part two of this 
Code" (People v, Orlonell, 9 Cal. App. 238, 98 Pac. 681). In each of the last 
two cases the exception manifestly formed a part Of the definition of the 
offense. Whether a particular accusation falls within this class or that Illus- 
trated by Bx parte Hornef is often a nice question. In the present Instance, 
we agree with the District Court of Appeal In the view that the proviso under 
discussion does not go to the definition of the offense, but that it creates 
rather an exception, exempting from the operation of the, general terms of the 
Statute persons who have committed the prohibited act for a speeifled purpose. 
The existence of such purpose affords, therefore, " matter of excuse merely," 
and is to be relied on In defense. 

The appellants contend, further, that the evidence Is insufllclent to support 
the implied finding that the combination or agreement charged was not one of 
those excluded from the purview of the act by the proviso of 1909. This issue 
was presented to the lury under Instructions directing them to return a verdict 
of not guilty if they should find that the combination or agreemeat charged had 
been made with one or the other of the objects specified in the amendment. The 
record shows that the defendants fixed a wholesale price of 12 c«its per loaf. 
This left to the retailers, selling at 15 cents, a profit of 3 cents per loaf, or 20 per 
cent, of their selling price. Much evidence was presented by the defendants to 
show that this rate of profit is little, if at all, more than the actual expense of 
conducting the retail trade, and that the profit to the retailer could not, accord- 
ingly, have been an unreasonable one. If we assume, as the appellants contend, 
that the evidence on this point was without conflict, the showing still faila 
"to meet the requiretnents of the case. It is to be remembered that the defend- 
ants are wholesale dealers In bread. They are charged with combining to fix, 
not the price which they, as such wholesalers, were to receive for their product, 
but that to be obtained from the ultimate consumer by the retailers to whom 
they sold. The proviso added to the statute authorizes an agreement or com- 
bination with the object of conducting Its operations at a reasonable profit, or 
marketing certain products at a reasonable profit. This provision manifestly 
contemplates a profit sought by the persons entering Into the combination not 
the profit of their customers or vendees. As applied to the case at bar, the 
amendment goes no further than to authorize wholesale dealers in bread to 
combine for the purpose of realizing a reasonable profit In their own dealiugs. 
It does not assume to legalize n combination or agreement entered into by them 
with the object of securing a reasonable profit to the retailers who may buy 
from Uiem. It may be that the maintenance of a fixed retail price will have a 
tendai(T to BO stabilize trade conditions as to better enable the wholesalers 
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to realize a. fair profit on tbeir own transat^tiona. But If such an loference may 
be drawn, the evidence In this case does not compel It. It cannot be satd that 
the testimony shows conelualTely that the ttxistg of a retail price of 15 cents 
per loat wag a necessary or proper step in accoiupllBhIng the purpose of secur- 
ing a reasonable profit to the wholesalers as each. , 

There is no occasion to consider whether the erldence warrants the concla- 
Blon that the price of 12 cents, Qsed by the defendants as the charge to be 
made by them to retailers, afforded any more than a reasonable profit on their 
wholesale transactions. As we have pointed out, the indictment was not based 
upon the fixing- of a price at which thpy were to sell at wholesale, but upon the 
establishment of a retail price of 15 cfents to which their customers were to be 
compelled to conform. It may have been proper, however, for the defendants 
to show the cost of manufacture, as one of the elements which the jury might 
consider in determining the ultimate question of the purpose of the combination 
or agreement charged. The defendants went Into this matter very fully in 
their defense. It was not error, therefore, to permit the prosecution, on rebuttal, 
to thow that the cost of production of other bakers, under more or less par- 
allel conditions, was less than the Qpiure shown by the testlniMiy of the defend- 
ants. If this inquiry was immaterial, it was op«ied up by the defendants 
themselves, and they could not preclude the prosecution from meeting the show- 
ing which they had voluntarily made. 4 C. J. 703, 704- At any rate, the 
mlfn)^ complained of could not, In view of the nature of the charge, have 
worked any substantial prejudice. 

The Judgment and the order denying a new trial are affirmed. 

We concur: Anokllotti, C. J.; Melvin, J.; Wiisrs, J.; Riohabds, Judge 
pro tem. 



California Law Relating b 



Chapteb 27a 



An act relating to imfair competition and discrimination, making certain 
unfair and disoriminatory practices uni«ic/al. defining the duties of the attorney 
general in regard thereto, declaring certain contracts illegal and forbidding 
recovem thereon, providing for actions to enjoin unfair oonupetltion and dis- 
crimination and to recover damages therefor, ma/Unff the violation of the pro- 
visions of this act a misdemeanor and providing penalties. 

[Approved June 10, 1813. • In effect August 10, 1913.] 

The people of the State of California do enact as follows: 

Section 1. It shall be unlawful for any person, firm or corporation, doing 
business In the State of California and engaged In the production, manufacture, 
distribution or sale of any commodity of general use or consumption, or the 
product or service of any public utility, with the Intent to destroy the competi- 
tion of any regular established dealer In snch commodity, product or service, or 
to prevent the competition of any person, firm, private corporation, or municipal 
or other public corporation, who or which. In good faith, Intends and attempts 
to become sudi dealer, to discriminate between different sections, communities 
or cities or portions thereof of this state, by selling or furnishing such com- 
modity, product or service at a lower rate in one section, community or city, or 
any portion thereof, than in another, after making allowance for difterence, if 
any, in the grade, quality or quantity, and for cost differences between such 
places due to distance from the point of production, manufacture or distribu- 
tion and expense of distribution and operation. This act is not Intended to 
prohibit the meeting in good faith of a competitive rate, or to prevent a reason- 
able classfication of service by public utilities for the purpose of establishing 
rates. The Inhibition hereof against locality dlscrimlnatnn shall embrace any 
scheme of spedal rebates, collateral contracts or any device of any nature 
whereby such discrimination is. In substance or fact, effected in violation of 
the spirit and intent of this act. 
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Any perBon, wLo, either aa director, officer or agent of any firm or corpora- 
tion or ae agent of any person, violating the provisions hereof, asalsts or aids, 
directly or Indirectly, in sucb violation shall be responsible therefor equally 
with the person, firm or corporation for whom or which he acts. In the prose- 
cution of any person as officer, director or agent it shall be sufficient to all^e 
and prove the unlawful intent of the person, firm or corporation for whom or 
which he acts. 

Sec. 2. If complaint shall be made to the attorney general that any corpora- 
tion is violating section one of this act, he shall Investigate such complaint and 
if, in his opinion, sufficient grounds exist therefor, be shall prosecute an action 
in the name of the people of the State of California in the proper court to 
annul the charter or revoke the license of such corporation to do business in 
this state, as the case may be, and to permanently enjoin such corporation from 
doing business In this state ; and if in such action the court shall find that such 
torporatifm is violating this act, it may enjoin said corporation from doing 
business in this state for such time as the court shall order, or may annul the 
charter, or revoke the license of such corporation, and permanently enjoin It 
from traitsacting business In the state. 

Sec. 8, Any contract, express or implied, made by any person, firm or corpora- 
tion in violation of the provisions of section one of this act for the sale or 
furnishing of any commodity, product or service at a rate greater than the 
lowest rate charged therefor by such person, firm or corporation in any other 
section, community or city in this state, after making allowance for the cost 
differences between such place and the place where under the contract, such 
commodity, product or service is delivered or furnished and for difference. 
If any, In grade, quality or quantity, is declared to be an illegal contract, and 
no recovery thereon shall be had. 

Sec. 4. Any person, firm, private corporation or municipal or other public 
corporation, may maintain an action to enjoin a continuance of any act or acts 
in violation of section one of this act and, if injured, thereby, for the recovery 
of damages. If, In such action, the coUrt shall find that the defendant is 
violating section one of this act, it shall enjoin the defendant from a contin- 
uance thereof; It shall not be necessary that actual damage to the plaintiff 
be alleged or proved. In addition to such injunctive relief, the plaintiff in 
said action shall be entitled to recover from the defendant three times the 
amount of the actual damages, if any, sustained. 

Sec. 5. Any person, whethw as principal, ' agent, officer or director, for 
himself or fOT another person, or for any firm or corporation, or any corpora- 
tion, who or which shall violate section one of this act, is guilty of a misdemeanor 
and upon conviction thereof, shall. If a person, be punished by a fine of not 
exceeding one thousand dollars, or by Imprisonment in a county jail not ex- 
ceeding one year, or by both such fine and imprisonment, and, If a corpora- 
tion, by a fine of not more than five thousand dollars. 

Sec. 6. If any section, sentence, clause or phrase of this act Is for any reason 
held to be unconstitutional, such decision shall not affect the validity of the 
remaining portions of the act. The legislature hereby declares that it would 
have passed this act, and each section, sentence, clause or phrase thereof, Ir- 
respective of the fact that any one or more other sections, s^itences, clauses 
or phrases be declared unconstitutional. The remedies herein prescribed are 
cumulative and in addition to the remedies prescribed by the public utilities 
act for discriminations by public utilities. If any conflict sJiail arise Iwtween 
this act and the public utilities act, the latter shall prevail. 

Sec. 7. The legislature declares that the purpose of this act is to safeguard 
the public against the creation or perpetuation of monopolies and to foster 
and encourage competition, by prohibiting unfair and discriminatory practices 
by which fair and honest competition is destroyed or prevented. The act shall 
be liberally construed that Its beaefldal purposes may be subserved. 
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Exhibit 18. 



Royal Dutch Qudine Co... . 

Rnncho-La Biea Oil Co 

Service Oil & Asphalt Co.. . 

BouthemReflnlsgCa. 

Two Boys Oil Co 

Western Oil Co 

Yosemlte Oil Rcdnlng Co... 












































Officers. Directorg, 

G. L. Holton (Turner Oil Co. Vice- G. L. Holton (Tnrner OU Co.) 

Pres.) r. R. Kellogg, (Klchfleld Oil C!o) 

H. H. Masson, Secy-Treaa. A. E. Hurley, (Harley-Smitb Co.) 

Geo. L. Mflchris (Wilslilre Oil Co.) 
H. W. Heasley <J. M. MeLeod Co.) 
W. L. Standard (Union OU Co.) 



Exhibit 20. 
FORMER MEMBERS OF THE OIL HEN'S CREDIT BUREAU. 
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Address. 
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Bodgned. 




LoaAngdffi 


Uarch, 1S19 
UBr<^ uie 
March, 191B 


Biipt., tma- 



























Exhibit 21. 
PRICE UNDERSTANDING OF SEPTEMBER 22. 1915. 

Los Anoeles, Calif., September SS, 1915. 

Gentleuen : At an Inrormal meeting of the Asaoclatlon held today, the well- 
founded rumor of the advance in the market was discussed, and In Tlew of such 
advance it was deemed an opportune time to adjust all differentials to precisely 
the same basis throughout your list of customers. It was also the sense of the 
meeting that there should be a general stiffening of policy all along the line of 
garages and service statlwis more especially as to the following provisions, 
to- wit : 
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1st — No advertising fund or rental money or extra iBdncement to be gi-ven 
to garages or service stations other than the usual signs. Neither shall the 
refiner furnish pumps or other equipment 

2nd— No gas shall be furnished to re-sellers who cut the stipulated retail 
price, or who offer free lubricants or free vulcanizing or other premiums, rebate 
or discount to the consamer of gasoline. 

3rd — No Industrial or Commercial rata Wholeiale and Retail orUy. Whole- 
gale oniy to Bona Fide garages or tervice stations. Industrial and commercials 
to pay retail price. 

4tb-~Ail market changes to take place simultaneously. Kindly Indicate your 
opinion whether " in favor " or " not In favor " In the blank space below. 
Very truly yours, 



Above letter sent to all members of the Association. 



Exhibit 22. 
MEMORANDUM ASSOCIATION MEETING, OCTOBER 4, 1916. 



INDEPENDENT PETBOLEUM IrAKKETGIts' ASSOCIATION UESSTl: 

The resignation of Mr. Maynard of the Royal Dutch Oil Company was 
accepted. This Company has been entirely taken over by the Richfield Oil 
Company, who formerly supplied all of the reQUirements of the Royal Dutch. 

The Wilshire aud Richfield Oil Companies are submitting list of their gaso- 
line contracts to Mr. Masson who will have a complete record on the 16^ price. 
Ail IW price quotations vanislied on Oct. 1st, excepting the bona flde contracts 
of the Wilshire and Richfleid Oil Companies. One of the principal disturbers 
Id the South Broadway district Is the Broadway Auto Company (Mr. Luck- 
lighter) who has a 16? contract with the Richfield Oil Company which expires 
In August of 1917. He sells gasoline from 17? to 17-1/2^. 

A good many of the 18* Signs have disappeared and the conditions are 
looking a great deal more favorable. 

The question of tank wagon drivers giving over measure to secure business 
was discussed. It was suggested that a tank wagon inspector be put on by the 
A^wciatlon. Said inspector to have the authority to check up any tank wagon 
driver to see whether or not an overage or shortage was being made. 

One of our drivers, a few days ago, called at the Motor Maid Service Station, 
Washington & Grand and the owner and our driver went to lunch. Presumably 
our driver paid for the meal. The driver then drove on to anotlier customer 
who, it has been proven, solicits over measure. This condidon Is also true 
of the Motor Maid Service Station. 

The plan was to furnish an inspector with proper authority which would allow 
him tu get on any tank wagon at any time and go over the sales tickets and 
check the wagon. I stated that we absolutely would not listen to such a propo- 
sition, that we were perfectly capable of checking up our own drivers and that it 
would be an admission of poor management on our part if we had to have some 
outside help. I further stated that if this Inspector wanted to stand ofC to one 
side and count the numl>er of buckets delivered to a suspicious customer and 
then ask ua as to the amount delivered that we would be perfectly willing to give 
the Information, but that we would in no way tolerate any Inspector tampering 
with our wagons or drivers under any conditions and that It was foolishness for 
them to think that we would allow this Inspector to look over our sales tickets. 
I further stated that our wagons carried no gauge sticks as the gauging was 
done by a disinterested party both morning and night at our yards. 

All of the other representatives seemed to favor the idea of an Inspector gaug- 
ing and checking the wagons. It was agreed, however, that any of the Oil Com- 
panies wishing to make use of the inspector could do so by paying their share 
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of the ^pease, %ared on the number of their tank wagons operated. Mr. Gal- 
llgher who le a member of the Asaocfatlon and a thoroughlf hooeBt man, will 

start in in the morning at $3.00 per day checlcing up the Pinal Dome. Western 
Oil Company and Puente Oil Company's wagons. It wae sledded that on account 
of a good many of the members not being directly benefited by this Inspector that 
the cKpenae ahonld not be charged to the association, but to the Companies wish- 
Ing to malie use of said Inspector. If we went Into ttiis proposition, it would 
cost us In the nelghliorhood of $45.00 per month. This was based on a rough 
estimate of the number of wagons operated by the other Companies and our- 
selves. I placed the estimate at approximately 80 tank wagons and trucks in 
the dty. However, I found out later from Mr. Woodhams that this should l>e 
about fourteen. According to this the expense to ns would be in the neighbor- 
hood of $20.00 per fflonti). 

Mr. Maxson states that they have positive proof that tanic wagon drivers are 
making shortages and giving overages In order to secure business and that a 
Moral Effect Inspector would be very good. 

Mr. Geary has been informed regarding the driver covering the territory at 
Washington & Grand. 

Exhibit 23. 
MEMORANDUM SENT TO GASOLINE MARKETERS JANUARY 5, 1917. 

uemobanduu. 

Jan. 5, 1917. 

Gasoline marketers from Jan. 15, 1917, will refuse to sell any customer who 
will not display the retail market price sign. 

Will fumlBh no pedlar [peddler] who will resell at a greater differential than 
2t or who permits the retailer to display signs under the retail prices. 

Ab contracts espire they will not be renewed except at 2^ below the current 
marliet price at time of delivery. 

Any retailer who elects to haut his own or associates' gasoline will be ctierged 
the regular 2t differential at refiners tanks. 

Send copies to 

A. F. Gilmore Co., 
WliBhlre Oil Co., 
Oal. Oil & Asphalt 
Jordon Oil Co., 
Union Oil. 
Western Oil. 
Turner Oil 

Rancho La Brea Oil Co. 
Richfield Oil Go. 
. Pinal Dome Oil Co. 
Doran-Brouse & Price 
Hurley Smith Co,, 
G. B. Gallagher. 



Exhibit 24. 
MEMORANDUM ASSOCIATION MEETING, JANUARY 10. 1917. 

UEMOBdNDUU I. P, M. A. UBBTINO JAN. 10, 'l7, 

JAN. 16, 1917. 
The only question discussed was that relative to the eiimlnation of the 10^ 
signs in the City of Los Angeles. It was decided that a special meeting should 
be held on Thursday evening, January 11th at which every effort would be 
made to secure the presence of the Wllshire Oil Company as they were the 
worst offenders and did not seem inclined to come into line. The special meet- 
ing was h<dd on Thursday wltb the Wilshlre Oil Co. absent. 
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At this q)eclal meeting, the writer stuted tbut aft«r going over the condltton 
thoroughly and from every angle, we had decided that it was ImpOBSlble as 
well as ImprHcUcable to eliminate the cut price signs by refusing to make de- 
livery at the present time. The question was thoroughly discussed and It 
seemed to be, when all representatives got down to Bguree, that the writer's 
stand was well taken. We, however, agreed that we would continue to work 
OD the cut price aigna and make every effort to eliminate them by persuasion 
Instead of force or refusing deliveries. 

It was also agreed that none of the members would take on the Five Mile 
House on El Monte Road, unless they displayed a 2M Sign and that should any 
similar ease arise in the future, drastic action w<m!d be taken to bring them 
into line, but as far as making the practice general throughout the City, this 
question was dropped. 

It was also agreed that in case one of the members was endeavoring to 
straighten up one of his (^stomers or one of the customers of a legitimate 
peddler, that all members of the Association would stay-away from the cus- 
tomer in question for a period of sixty days. This would give the supplying 
party a chance to strnighten them up. The real making of this agreement was 
to keep the salesmen of the different Companies from camping on the customers 
txall when It had developed that the supplying party was experiencing trouble 
in bringing the offending customer into Hue. 

The writer stated that he would make it a point to call on the Wllshire Oil 
Company on Saturday and see If an agreeable nnderstandlng could not be 
effected. This was done on Saturday afternoon between the hours of two and 
six thirty. The Wllshire Oil Co. agreed to raise any of their customers who 
were buying at better than a 2^ differential to the 2^ differential at once, also 
would Insist that their peddlers maintain the regular 2^ differential, also that 
they would not interfere for sixty days with any of our customers with whom 
we were having trouble. The Wllshire Oil Co. however, would not agree to 
change the three 18^ signs on their own service stations to 20< until such time 
as the competitive conditions In the neighborhood of the three service stations 
were such that they could put up their 20^ sign without hurting their business. 

The Wllshire Oil Co. were very fair and the writer accomplished a great deal 
by spending Saturday afternoon with Uiem, The condition looks very much 
better, at the present time, and in view of the fact that the Western Oil Oa Is 
cut off from their 1,000 gallons per day with the Wllshire on February 1st, and 
that all of the peddlers are going to experience dlfflculty In securing supplies 
and a great many of them will have to discontinue business, the price situation 
ought to be very much improved within the next thirty days. 
■ cc C. W. Ralph. 



MEMORANDUM SENT TO GASOLINE MARKETERS JANUARY 12, 1917. 

GASOLINE MABKBTBRS MBHORANDUU. 

Jan. 12, 191T. 
Should any marketer advise the Secretary of the likelihood of losing a cus- 
tomer through some misunderstanding, other marketers upon advice will refuse 
to supply within 60 days fvom such notification. 

Reynolds Gasoline Riehfleld 

Five Mile House Gasoline Union 

Poly High Gasoline Doran-B rouse-Price 

J. A. Bauman. 3Tth & Central 

"Gasoline" Richfield 

Crawford Bros., 7th & Bonnie Brae " 

C(ip.v Mailed to; Richfield Oil Co. 

California Oil & Asphalt Co. Turner Oil Co. 

Doran, Brouse & Price Union Oil Co. 

A. F. Gllmore Oil Co. Western Oil Oo. 

Jordan Oil Co. Wllshire Oil Ca 

Pinal Dome R(g. Co. Mr. Kellogg 

Puente Oil Co. Mr. Fuller 

Rancho La Brea Oil Co. Mr. Graves 
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HEMORAXDUM ASSOCIATION MEETING, JANUARY 17, 191T. 

UBUOSANDUU L F. M. A. UEETING, JAN. 17, IfilT. 

Jan. 18, 191T. 

The question of the new bide for the Cltf of Los Angeles was up for dls- 
cnsston. The new request calls for a flat price on all reflned oils for a period 
of six monQiB. All parties who will bid on these new requirements will bid 
the same as last time namely 1^ ofF the open tank wagon market price at time 
and place of dellTer;. 

The question of the 20^ signs was taken up. The Blcbaetd Oil Co. are going 
to nse every Influence to have Mr. Beynolds. on Pasadena Ave. display a 20^ 
slsii in which case the Wilshire on Pasadena Ave. will display a 2W sign. 
This will clean up the entire situation as far as Pasadena Ave. Is concerned. 

As long as the El Monte Road Five Mile House is now displaying a 20^, tbe 
Wilshire, S. 0. CO. and Union Will Start In to clean up the 2W signs at AI- 
hanibra, South Pasadena and Pasadena. This situation ought to be cleaned 
up very nicely within the neit few days. The Wilshire Oil Co. are selline 
the service station, Just opposite the County Hospital on the El Monte Bond, 
This is a new station, and the Wilshire will make an honest endeavor to have 
this man put up a 20^ sign instead of a 19^, Inasmuch as the Five MUe House 
is displaying a 20^ sign. There Is another aervice station just in back of the 
Selig Zoo displaying a 19# sign. This station is being served by the Pinal 
Dome Refining Co. Mr. Fleisher will straighten up this sign so that It will 
entirely clean up the Bl Monte Road and the South Pasadena Road. It Is 
our Impression that there are several Union cut price signs displayed In 
Bairdstown. We are giving Mr. Geary a copy of this memo under personal 
cover and asking him to co-operate in seeing that this condition la rectified. 

The question of the differentials to peddlers was discussed somewhat. The 
Turner Oil Co. are reducing their peddlers to a 3^ differential Immediately. 
In fact, they have done some [sol with one of them already. This one in particu- 
lar is shopping around, but the Wilshire and Hichfleld agree to take on no 
new peddler at better than a Bf differential. 

cc C. W. nalph 

J. M. Geary : — Tlie above for your personal information. 



MEMORANDUM ASSOCTATION MEETING, JANUARY 24, 1917. 
I. p. u. A. UEErraa jan. 24, i9iT. 

Jan. 24, 1917. 

The question of bids for the City of Txw Angeles was discussed as the three 
bids which were opened this morning were all thrown out by the City Attorney 
on the grounds that they were illegal. The Companies bidding were the UnloD 
OH Co., Western Oil Co. and S, O. Co, The latter instead of bidding on specifi- 
cations, bid on Red Crown gasoline. 

The application for membership of the Golden State Refining Co. was 
received and accepted. This will be a great help inasmuch as the Golden 
State are Belling a few joirtiere who are a little Inclined to cut prices. The 
Golden State sold one car of Kerosene to the Puente Oil Co. at 61^. This 
will take some of the Keros«ie away from the Orange County Oil Co. who 
have been cutting prices on Kerosene in the Santa Ana Territory. In a short 
time we hope to entirely shut off the supply of reflned oils to the Orange . 
County Oil Co. or at least control them from their price cutting tactics. 

The Question of the Annual Banquet of the I. P. M. A. was discussed, but no 
<]e6nlte plans made excepting that the Meeting Is to be held on Feb. 9th and 
it is the iDtencion to have from fifty to seventy-five present. The I. P. M. A. 
have approximately $100 in the Treasury at the present time part of which 
will be osed to defray the Banquet expenses. However, It Is barely possible 
that an assessment of $1.00 per I. P. M. A. member will be levied in order to 
save part of the funds of the Association. 
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The qaestlon of the cut price eigna came up tor dUcnssion, but "yery little 
was Bald on accoaat of the attitude shown by the Wilshlre Oil Gompanr. At 
the preseot time, they attsoiutely refuse to cooperate in malntalDlng the 20^ 
signs. The cut prices at Venice. Sauta Monica and Ocean Park were discnBsed, 
but as Mr. Ollmore of tbe Oilmore OH Co. was not present, no definite action 
was taken. Mr. Oakey of the Ventura stated a few days ago, that he was p«-- 
fectly willing to boost bis price to 18}# at the beaches If the Wllsbire and 
Gilmore would do the same. We will keep after this situation and see if It 
cannot be cleaned up. 

cc C. W. Ralph. 

Exhibit 28. 
MEMORANDUM ASSOaATION MEETING, JANUAET 81, 1917. 

UEUOBARUmf UEETtNO OF I. P. U. A. JAN. 31, ISIT. 

Feb. 1, 1917. 

Practically all members were present. The Wilshlre Oil Co. asked that the 
Association recommend a change in the gasoline specifications for the City of 
l^os Angeles. The change which they suggest would in reality be a benefit to all 
concerned, but we gave the Wilshlre Oil Co. to understand that as long as they 
had been lacking somewhat in co-operation in the past, that the Association 
would go to no trouble In their behalf unless conditions were materially changed. 
The Wilshlre, at the present time, are espertenclng difficulty In meeting the 
gasoline specifications on account of the particularly low boiling point crude 
which they are running. 

While the proposed change would let them in very nicely. It would also be 
a great benefit to ail marketers, inasmuch as more gasoline could be produced 
which would be Just as good, as far as Initial and final boiling points are con- 
cerned, as is marketed at the present time. The proposition worked out very 
nicely as a club over the Wilshlre Oil Co. and they immediately promised to 
be good and as evidence of good faith started out on the afternoon of Jan. 31st 
to straighten up their 19* signs In the City of Los Angeles. 

The Ass4)ciatlon will take no immediate action on the proposed gasoline 
specifications as we want to wait and see whether or not the Wilshlre Oil Co. 
will continue their co-operation. 

The present specifications state that the bottoms shall not be heavier than 
47.5 Be. With low boiling point crudes such as run by the WilsUre Oil Co., 
Ventura Refining Co. and the Union Oil Company from the Whittler-Fullerton 
field, the gravity of the bottoms makes a pretty stiff specification. Mr. Purtz- 
man of the Pinal Donie Refining Co. was present at the meeting and it has been 
a matter of common talk for sometime that the City Spedflcations on gasoline 
were a great deal of a Joke Inasmuch as the loss in distillation has to be a 
matter of guess. The size of the fiasfc is not determined by the city and 
although the height of the orifice above the tluld Is determined, there would 
be a great deal of difference In the temperature between a 500 cc flask and a 
1,000 cc flask. The City Oil Inspector's department does not run a distillation 
test on gasoline In strict accordance with the present specifications. In fact, 
it Is Impossible to do so. 

It Is proposed that instead of 70% being distilled over at a temperature not 
exceeding 260° F. that 50% come over at not exceeding 240° F. that 95% 
come over at not exceeding 360° and that the bottoms shall not be In excess 
of 5%, the loss to be added to both percentages distilled. The elimination of the 
gravity of the bottoms would be ot material benefit to all concerned and the 
Initial and final boiling points can be determined so as to not allow any inferior 
ca>4Dlines being sold. To determine these points, a great many samples would 
have to be tuken. There is no Immediate hurry about the proposition and I 
stated that we would be perfectly willing to let the matter rest for the present 
time, at least until such time as we had an opportunity to go Into the matter 
thoroughly. 

Mr. Blackmar Is very heartily In favor of the change in the specifications and 
states that he will put through any specifications recommended b.v the I. P. M. A. 

It was decided that the annual banquet of the I. P. M. A. should be held 
at the Sierra Madre Club on Feb. 9th. There will be in the neighborhood 
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of 5fi to 60 present and an aegessuient of $5.00 per memb^ of tbe Associatton 
was levied in order to not «itlrely . deplete the present Treaauir Fund of 
the Association. It was the ananimotis opinion of the Assodatloa that Mr. 
C. W. Balph be asked to officiate as Toast Master. 

cc a W. Ralph 

Eef. OU Conditions, Qasollne sold In the city of Los Angeles 
" " " " purchased bj the dty of Los Angeles. 



ANNUAL REPORT OF SECRETARY FOR 1917. 

AITNTJAL KEPOBT OF SBCRBTART FEB. B, IBIT FKB B, 1BI8. 

To the President and Board of Directon, 

Independent Petroleum Marketers Agsn. of Cal., 

Los Angeles, California. 

GsnTLEUEN: A review of our membership roll Indicates that we now have 
thirteen full' members and four associate members, the same number of each 
we had one ;ear ago this month. Had we been able to retain those who 
have resigned we would now have fifteen full members and seven assoclatea, 
but fortunately we secured two full members and three associates, to wit: 
The MlllifC Refining Company, Vernon Oil ReOnlng Company, G. H. Gillons Com- 
pany, Austin, Bryant & Carter and the Panama Lubricants Company to All 
the vacancies caused by the resignations of the Pinal-Dome Oil Company, Jordan 
Oil Company, Diamond Oil Company, Western Oil Company and the Paoific 
Wood & Coal Company. 

The loss of the Pinal-Dome Oil Company due to their absorption by the Union 
Oil Company was of course unavoidable, and we still have hopes of reenlisting 
the other four. 

Tbe unfortunate condition of the gasoline market due lat^ely to the growth 
of the coupon system, has made It especially difficult to hold the organization 
together during the past year. The smaller companies, not wishing to Install 
couiwn systems to meet this method of competition, have in many cases 
encouraged the display of cut price signs with the usual resulting unstable 
condition of the market. Though this office has redeemed over $1S,000 in 
Association coupons an increase of $8,010.00 over the previous year, only tiiree 
members have availed themselves of the use of this privilege which would 
save the considerable expense and annoyance now experienced in tiie use of 
individual coupons, which in most cases are good only at their own stations. 

In the face of the gasoline shortage that has existed since last June it is 
a question whether all members have profited as much as they might have 
done by different marketing methods. Engine distillate and gas oil have been 
our principal slow moving stocks during the year. This office has secured a 
market for all sui^ius engine distillate and in spite of the car shortage has 
actually moved from stocks of members, fortj'-three cars of distillate between 
May and January last, and as equipment becomes available, we can continue 
to move this product to Eastern points. Brokerages from tills source amounting 
to $S50.70 have l>een a great help in maintaining the expense of the office. 

The Credit Bureau through constantly adding to the information on hand 
has accumulated over 3,000 cards giving trade references on that many pur- 
chasers of oil and such otlier information as is always valuable to our juran- 
bers who-may thus protect tliemaelves against slow or bad accounts through the 
experience of others. 

The Stove and Furnace Distillate Section has demonstrated the advantage 
of co-operation during the past year as in the previous year with advances in 
those commodities from 3} cents and 4} cents to 5i cts. and 6 cents per gallon 
respectively without any disturbance or loss of trade. 

The Lubricating Oil Section recently oreanized has set out to make concerted 
adjustments of divergent marketing methods so that in the course of a short 
while we expect to have all lubricating oil marketers In close accord with 
their competitors and a resulting healthier condition of this branch of the 
business. 
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The Independent Oil Review, the ABSociaUon paper, thongh not a source of 
revenue has held Its own for the year at an espenee to the Aseoclation of but 
$50.00 per month, though the coet of publication ranges from $100.00 to $150.00 
per month to publieh. 

The prlacipai accompUshment reenltlBg from the past year's efforts of the 
Association has been the recent adoption of the new City Specification for 
Gasoline and other reOned products sold In and aronnd Los Angeles to secure 
the lowering of the standards much opposed by City Councllmen who suspected 
the marketing of a defective product, has l>een a long drawn out fight, but 
weU worth the effort in consideration of the 20,000 or 25,000 gallons of gasoline 
alone that may now be added to our output to meet the increasing demand for 
a product that has long since been sold for gasoline everywhere else In the 
country. 

Our next step will be to extend the new specifications to cover Pasadena 
and elsewhere in the State formerly supplied with Los Angeles specification 
gasoline. 

The Secretary desires to express his appreciation for the support given his 
effort* during the year Just closed, and hopes to ^ow as good and better results 
for the coming year. 

Respectfully submitted. 

HHM : B Secretary. 



MEMORANDUM ASSOCIATION MEETING, JANUARY 21, 1917. 

uEuoa&NDUM COUPON BOOKS — i. p. ii. a. meeting s/ji/n. 

Mabch 27, 1917 

The question of the Coupon Etooks In general came up for discussion and I 
was ashed point blank as to our Coupon Book, Stated that our book was to be 
in the $5,00 and $10,00 denominations and that it was to be of the scrip variety 
with the coupons redeemable any place where Union Gasoline is sold. How- 
ever, did not state anything pertaining to the exact details in handling the 
above in reference to an advance or decline in price. 

The question came up before the Association regarding a uniform book for 
all of its members. I explained to the Association that there were several 
minor points regarding our Coupon Book which were not explained and it was 
our intention that these points should be kept under cover until the Book was 
actually placed on the market and it was my suggestion that the Association 
let the matter of a uniform book ride until such time as our Book was on the 
market. 

It developed that the Jordan Oil Co. have Issued a card for 100 gallons of 
gasoline at 18<. This to the commercials only. The station man has a punch 
and the number of gallons tak«i each time is punched off on a card. In other 
words, the Jordan Oil Co. are selling 100 gallons of gasoline to a commercial 
at ISi per gallon to he taken out as a commercial user. 

The Richfield Oil Co. are issuing their books indiscriminately at 2* off the 
market to commercial vehicles only, the coupons redeemable at their own 
service stations. 

The Wllshire Oil Co, have two styles of Coupon Books, one a gallonage and 
the other a scrip. They are not pushing the sale of either at the present time. 

The Puente Oil Co. is still using the Association Book which allows only If 
off the market to commercial vehicle operators. 

In summing up the discussion In general, the Western Oil Co. and Doran Brouse 
& Price stated that as they were not In a position to handle Coupon Books that 
as all of the other members had gone into the Coupon Books, it would eliminate 
them, entirely. The following scheme was proposed, A $20.00 Scrip Coupon 
A.csoclatlon Book would be sold to either of the parties In question for $18.00 
(2e off) and the $18.00 was to be held at the Association Office for the redemp- 
tion of the book. Either of the two parties in question would then sell this Cou- 
pon Book to a customer for $19.00, the coupons being redeemable at any service 
station operated by a member of the Association. The consumer would pay the 
Service Station man the list price for gasoline and when the Coupons were pre- 
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seated to the Association for redemption the $20.00 worth would be redeemed for 
^l&OO. This would allow either of the two Oil Companies in question Ic per 
gallon, also wonld make the gasoline net the Union Oil Co. ISc per gallon. 
These coupons would be good for gasoline at 6th & Mateo service station only as 
if we took th^n In from any garage the gasoline would be netting us 161c per 
gallon. 

This agreemMit was' not decided upon but was suggetrted as a means of taking 
care of tbe two Oil Companies who are members of the Association, but who 
are not in a position to handle coupon books of tbetr own. If snch an agreement 
cannot be reached, the Western Oil Co, very emphatically state that they are 
soing to make a price of ITc to the garage man. This wonld be the figure at 
which Union Gasoline Is netting the Union Oil Co. If sold to a garage under our 
proposed Coupon sysiem. We esplained to the Western Oil Co. that they would 
be doing themaelTes a great injustice by selling to a garageman at ITc and tbat 
If they were determined to make such a price that nobody would try to stop them. 
We, however, feel that we will be able to hold the Western Oil Co. in Lne. 

As the situation now stands, all members of the Association with exception of 
the Western Oil Co. and Doran, Brouse & Price, who are marketers of gasoline 
to tbe retail trade have Coupon Books. 

WLSrt :LV 



Exhibit 31, 
MEMORANDUM ASSOCIATION MEETING, 3USE 27, 1917. 

memobandum l p. m. a. uebting. june 2t. 'l7. 

June 28, 1917. 

New Specifications covering the refined oils In the City of Los Angeles, was up 
«n June 27th before the City Council and after some little argument, it was 
turned back to the Public Welfare Committee who were going to meet In the 
next few days for re^xinsideratlon. We have been working with liie Committee 
In question and it looks very much as though they will report favorably to the 
Council which means that they will pass it within the next week and it will 
then be effective not later than August 1st 

The sign clause was eliminated from the ordinance by the City Attorney, but 
the Welfare Committee and the majority of the City Council are in favor of 
the clause being inserted so It looks very much as though we will gain our point 
making it necessary for a reseller to display the name or brand of gasoline he Is 
selling. 

The question of the G. P. Co. -Synthetic gasoline has been taken up separately. 
■This came up In connection with the refineil oil conditions in general which 
was augmented by the Ventura stating that they had held the sack long enough 
and that they were no longer going to stand for the Western 01! Co, quoting 17lt 
to their customers. The Ventura cannot be blamed as the Western Oil, Rich- 
field and Wilshire Oil Co. have certainly been unfair and at the present time are 
practically quoting 17^ indiscriminately. The three pirates In question will be 
gotten together within the nest day or two and one more effort made to clear 
up the situation and pat the fear of God in their hearts. 

I have talked the situation over pretty thoroughly with Mr, Oak^ at the Ven- 
tura and it looks as though he would refrain from rocking the boat for the next 
two or three days, but after tbat there is no telling what will happen. 

WLSd : LV 
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MEMORANDUM ASSOCIATION MEETING, AUGUST 22, 1917. 

1. p. M. A. KINTJTE8, AUGUST 22ND, 1017. 

Both the WeBtem Oil Compan; and Puritan, Oil Company have handed in 
tlieir resignations to the Association. The former of course was accepted. The 
tatter was tabled as we have hopes of convincing Mr. Jordan that he ought to 
stay with the Association in view of the market conditions at the present time 
in Los Angela 

Mr. Jordan in very friendly but states that In his opinion the Association has 
failed in its endeavor to accomplish a better marlteting condldons In the City 
of Los Angeles. While Mr. Jordan admits that the Association has been of 
wonderful benefit up until a month ago, he feels that it Is necessary for him to 
meet competition, and doing such he can not be a member of the Association. 

The proposed specifications covering Refined Oils for the City of I>oa Angeles 
was up for discussion, but in view of the fact that Mayor Woodman has pre- 
sented to tbe City Council an ordinance creating a Department of the Bureau 
of Standards, which will eliminate the Oil Inspection Department entirely, the 
Association has taken no further action on the new proposed specifications : in 
fact, the Association has decided to let the matter rest Indefinitely on account 
of the cut throat tactics of some of the smaller Refiners. If they are going to 
sell Gasoline at a cut price, we should endeavor to make it as hard for them 
to manufacture and sell their commodity as possible. 

W. L. Stakdabd. 

WLS :MCH 

cc — J.M. Geary 

Exhibit 33. 
ASSOCIATION PRICES EFFECTIVE MAT 5, 1919. 

INDEPENDBXT PETROLEUM MABKBTTEBS ASSOCIATION OF CALIFOSMA (INC). 

Office of the Secretary, 930-^31 Marsh-Strong Bldg., Los Angeles, Cal. 

Memorandum notice. 

I until further no 

Retail gasoline. 
■vice stations sold t 

Engine dialillate, 
; service stations wht 

Commercial stations. 

Location. OuMcr. 

6th * Mateo UnionOil Co. 

6th & Central Wilshire Oil Co. 
9th & Los Angeles " " " 

12th & Hill ' 

6tb & Olive Richfield Oil Co. 

11th & San Pedro Cal, Oil & Asp. Co. 

11th & Los Angeles Western Oil Co. 
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sl^a will be displayed. 



Gatolitte. 
181 cents net to one and ull consumers. No prlci 

Engine . dUtUlate. 

13 cents net to one and all. 

Wholesale gasoline. 

18J cents delivered to all re-sellers, garages and service stations 
201 cent retail price prevails. 

17} cents at our plants to all bona tide peddler of this commodity. 
I7i cents f. o. b. Los Angeles tank car lots- 



12i cents delivered to oil r* 
13* cents retail price prevails. 
12 cents at our plants to all Iwna fide peddlers. 



Engine ditatillate. 

?-8elIera. garages and service stations where tlie 



LISTS OF RECOGNIZED PEDDLERS. 

UEMOBANDUM NOTTCS MAT S, tSie. 

Confidential 

Beginning immediately all customers, unless In possession of a reseller's 

license, buying at commercial stations including Union Oil and Standard Oil 

Stations, will be charged the minimum prices of 19§ cents net per gallon for 

gasoline and 13 cents net per gallon for Engine Distillate. 

Exceptions — Large Commercials sucb as Public Service Corporations, Light, 
Gas, Telephone, Electric and Steam Railway Companies, City, County, and State 
InstitutJons ; Corporations doing a State-wide business such as Globe Mills, 
Sperry Mills, Hauser Packing Co., Cudahy, and Wilson Bros., 18i cents net for 
gasoline. AH other Conimercial customers 19J cents unless In possession of a 
City license for reselling which will entitle them to the reseller's price of IS} 
cents. 

Bona fide gasoline peddlers. 

Gasoline 

Engine Distillate 

Kerosene 
American Auto Supply Co. 
Artesta Oil Co. 
Bowman, Chas. 
Butler, C. J. 
Deetle 
Doran, E. A. 
Gamble 
Gross, 
Heckler 
Home on Co. 
Howie 
Lodge 

Long Beach Oil Co. 
Mirch 

Orange County Oil Co. 
Penn. Oil Co. 
Pfiester 
Sladen 
Starrett 
Thomas 



17} cents net at plants 
12 



Orange, Santa Ana, Cal. 



Santa Am 



Cal. 



Pasadena, Cal. 

Anaheim, Cal. 
Pasadena, Cal. 
Long Beach. Cal. 
Redondo, Cal. 
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MBMORANDUM NOTICE UAT g, 1919. 

Confidential. 

State iQBtltntioiiB now buf iDg gaBollne at 19-1/2 cents will contlnae at the one 

cent differential from retail market price of 20-1/2 cents. 

Los Angeles City Employees Aasoelatlon, previously buying at two cents ofC 
the gasoline markM, are raised to a one cent differential. 

Employees of Commercial or Industrial ConBumera are entitled to the 19-1/2 
cent (or one c^t off market) but must present identification card from Em- 
ployer. 

BONA FXDZ 



Los Anqeleb, Gal., May 8, 191S. 

LOS ANG£LES HABKBT 

Pergonal 

Mr. H. X>. Collieb: 

At a Meeting of the Independent Petroleum Marketers Association held 
yesterday, It was unanimously agreed that the following selling policy would 
be effective at once on the sale of Oasollne and Distillate: 

To all bona fide re-sellers with city licenses Qasollne 18-l/2< per gaUon 
and Engine Distillate 12-1/2* per galloo. 

To Public Utilities Corporations, Federal, State and Mnntdpalitles, Gasolliie 
18-1/2^, Engine Distillate 12-1/2* per gaUon. 
Al? Coupon Books at 5% discount. 

To Industrials, Gasoline lft-1/2* per gaQon and Engine DlstlllEte 13^ per 
gallon. 

All porchases at refinery owned Service Stations to be on the basis of Hat 
price with the exception of the following owned stations where commercial rates 
are eiteuded to all industrial and commercial car operators: — 
Union Oil Co. Stations— 6th & Mateo. 
Wilshlre Oil Co. StaHons— 6th & Central, 13th & Hill, and 8th & Los 

Angeles. 
RIcbfleld Oil Co. Station— »tb & Olive. 
Cal. Oil ft Asphalt Co. Station— 11th & San Pedro. 
Westtrn Oil Co. Station— 11th & Loe Angeles. 
The above seven stations are considered commercial car stations, and It is 
reasonable to assume that all cars or trucks going to these stations vrlU receive 
the 19-1/2^ price on Gasoline and 18^ price on DistliUte. 
80771°— 22 16 
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The price to Peddlera In their own tank wagons at refinery tanks Is lT-1/2^ 
per gallon for Gasoline, and tHe list for Peddlers was closed jeaterday at noon 
so that no new Peddlera would be created. Distillate at 12^ per gallon. 

Tank car prices on Gasoline are 3* off the prevailing list price at date of 
delivery, and lif off on Distillate, although there is no surplus of Distillate or 
OasoUne available for carload shipments at this time. The Blight surplus that 
will be accumulated from time to time will be moved into Idaho or New Mexico. 
Some of the Refiners will retain their country Peddlers on Gasoline and Dis- 
tillate on the above basis making shipments of same in tank cars This ^vonld 
include — 

Home Oil Co. at Riverside, Pomona and Ontario, supplied by the Wil- 

Shire Oil Co. 
Lodge at Pomona, supplied by the Puente Oil Co. 

H. B. Slayden & Co. at Pasadena, and the San Bernardino Vall^ Oil 
Co. at San Bernardino, supplied by the Richfield Oil Co. 
Of course there are numerous small Peddlers who have been drlvins Into 
Los Angeles with small tank wagons and a trailer tanli wagon, who will con- 
tinue to do BO and secure the Peddlers dlCEerentlal at Refinery tanks, as above 
noted. 
This Is Just for your Information. 

J. L. QuiNM. 
JLQ/D 



Exhibit 86. 
LOS ANGELES CITT BIDS. 

Onr co-Loe Ahoeexs. 
Department of Supplies. 



202 North City HaU Annex 
Main 9060 60211 

August 1, 1921. 
FEnEBAL Traub Commission, 
Wathington, D. C. 
Gestlembb t In reply to your letter of July ISth, Pile W. H. E. addressed to 
Mayor George E. Oryer. requesting additional Information of certain bids for 
refined oils for the year 1917: 

On Bpedflcations No. 155, three quotations were received on December 22, 
1919. The Union Oil Company quoted on gasoline, In tank wagon delivery or 
drums 19^ per gallon, which was If less than the retail market price. The 
Standard OU Company and Western Oil Company quoted l(t less than retail 
market price, not specifying any amount. The City Attorney ruled that bid 
of this kind was not legal and all bids were rejected by the City Council at 
its meetings of January 17, 1817. 

Specification No. 155-A was then adopted calling for bids on January 24, 
1917, for a period February Ist to June SOCh, 1917. The same firms quoted In the 
same manner and bids were again rejected and the Purchasing Agent instnictetl 
to-issue regular purchase orders for supply at the beat price obtainable. 

Gasoline was purchased at 19^ per gallon during the months of January, Feb- 
ruary, March, AprU, and May, and at 18< per gallon during the remainder of 
the year. 
Trusting that this will give you the desired biformatlon, I am 
Very truly, 

(Sgd.) Thomas Oughtoh 

PurchagiKO Agent. 



cc-Mayor 
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Exhibit S7. 
MEMORANDUM ON GAS OIL. 

ueuobandum oas oil situation confidential. 

Jan. 23, 191&. 

Discussed Gae Oil Situation with a number of interested parties yesterday, 
those present were the G. P. Go. Puente Oil Co., WUshire Oil Co., Richfield Oil 
Co., Ventnra Refining Co., and California Oil and Asphalt Company. Those 
absent were the Vemon Oil Refining Co. and the Golden State Refining Company. 
It was agreed that no price should be quoted either Tarr & McComh or Mr. Rose- 
berg other than 6i^ tank cars f. o. b. Refinery on Gas Oil. This on account of 
the irresponsibility of the two parties In question as to the maintenance ol prices; 
These two people have been canvassing the refiners to secure a contract on Gas 
Oil. The Vernon Oil Co. are members of our organization and we believe that 
they will agree to the above. This will be taken up with them through the 
Association. This will also be done in the case of the Golden State Refining 
Company and It may be that they will not fall Into line. However, their produc- 
tion Is so limited that they could be ignored If necessary. 

It was further agreed that all Interested would quote legitimate }ohber» at 
5i^ or 6ii direct to the consumer. The question was discussed as to exact^ 
what was meant by a Jobber or reseller and each of the Oil Companies present 
agreed to make a list of their customers who were entitled to the 5i? price. 
Such a list was prepared and we will receive copy within the nest few days. It 
was Impossible to reach an agreement that the one price of 61!^ shonld prevail 
to all purchasers. All Co-Operative Farm Associations are classed as resellers 
providing they do sell direct to their own members. 

In reference to the question of the Crude Ofl clause the G, P. Co. give their 
customers either a fiat price or J# per gallon advance or decline for each M per 
barrel advance or decline in California Crude. They have some contracts taken 
both ways. The Richfield Oil Co. In their contracts specify that the quotation 
is subject to any advance In California Crude and that the advance In the gas 
oil is the same amount as the advance In the crude. If crude advances 5^ per 
barrel, the gas oil contract price would a<Ivance 5^ per barrel (42 gallons each). 

The G. P. Co. and Hichfleld Oil Co. yesterday afternoon quoted the Tucson 
Warehouse & Transfer Co. Gas Oil at 5ii. They held up this quotation nntil 
after the result of the meeting. A few flays ago, the California Oil & Asphalt 
sold four cars of gas oil to Tarr & McComb at a price below 6i^. This, of coarse, 
was prior to the meeting and will not be repeated. 

The Ventura Refining Company stated that their gas oil runs from 41-42 
gravity and that the fiash test was In the neighborhood of 100° BTahr. It was 
learned that the S. O. Co. product showed a gravity of approximately 40 with a 
flash test of approximately 106° Fahr. The Richfield Oil Co. gas oil shows a 
gravity of 38-39, flash test 120. The Richfield made the statement tiiat this year 
they had secured the requirements Agricultural Products Association In Arizona 
at 6ie and that the contract specified that If better than 40 gravity was delivered 
that the price would be 6-6/10* ( dont remember which. ) 

In view of the above, we wired Mr. Beach yesterday afternoon to quote the 
Tucson Warehouse & Transfer Company either a flat price of 5W or with the Jtf 
differential advance or decline In California Crude giving the customer the 
option. Writer predicted that In a very short time, the majority of our gas oil 
would be sold at BK, but the other refiners would not listen to the 6\4 price. 
All interested agreed to lay the cards on the table when the question came up as 
to camouflage quotations and that t)efore they made any quotation of 5jt# they 
would be absolutely sure the customer was a legitimate Jobber. 

WLSdLV 

cc C. W, Ralpb 
J. M. Geary 
J. H. Hull 
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Exhibit 38. 
PRICE USTS OF STOVB AND FUBNACE DISTILLATE. 

Los AnoKLEB, Caut., January 15, 1917. 

LIST OH STOVE ARD mBMiCE PIBTTT.I.ATE. 

Stove dUtaiate delivered from tank wagons or tmcks In bnik, 
Business or Indnstrfal Consumers 4-l/2f per gai 

Consumers having tank capacity of 500 gals, or more, hose con- 
nection fllls only 4i " •' 

Consumers having tank capacity of 250 gals, or more, bucket or 
hose connection fills 4-1/4* " " 

Family or Household Consumera, any quantity 5^1/2^ " " 

(No delivery under 25 gallons.) 
(No contracts at these prices.) 

Fwmaee dMillate delivered from tank wa^ns or trucks tn 
bulk, Business or Industrial Consumers 8-S/4# per gaL 

Consumers having tank capacity of 1000 gala, or c ' " 

ered at one place, hose' connection fllls only 

Consumers having tank capacity of 100 gals, or less-. 

Family or Houtehold Con»umers-- 
" ■ - U capacity i 

(No contracts at these prices.) 

Prices net : No discount. 

No soliciting of competitors' customers during the month of January. 
Agreed that all pump troubles should be referred to expert in that line. (An- 
derson good man.) 'Phone 56768S. 

I. P. M. A. (Inserted) 

Los Angeles 

[EfFectlve February 20, 1820.1 

RETAIL. 

USr ON STOVK AtlV FUBSACE DIBTILLA1& 

stove dittUlate delivered from tank wagons or tracks in bulk, 
business or Industrial consumers (less than 250 gals.) S-1/2^ gal. 

Consumers having tank capacity of 500 gals, or more, hose connec- 
tion flUs only 8t " 

Consumers having tank capacity of 2S0 gals, or more, bucket or hose 
connection fllls 8-1/4* " 

Family or Souaehold OofMumer*— any quantity 8-l/2# " 

(No delivery under 25 gal.) 
(No contracts at these prices.) 
F-umaee ditUlUUeg — delivered from the tank wagons or trucks In 

bulk, business or industrial consumers 7-1/2* " 

(500 gals, or over bqt lesa than lOOO gals.) 
Consumers bavli^ tank capacity of 1000 gats, or more, d^vered at 

one place, hose connection Alls only 7-1/4* " 

Consumers having tank capacity of 100 gala, or less 7-3/4* " 

(also less than 500 gala.) 
(No deliveries under 25 gals.) 
Family and Household Contumers— 



(No contractfl at these prices.) 
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PriocB net— no discount 

Btxceptlng for City, Coanty and OoTemment euppllee, no new contracts will be 
made, nor old contracts renewed. 

Detlveiies In territory north of Santa Monica Blvd. or west to Arlington and 
BronBon Avea, take 1/2^ advance over the above prices. 

No pump or burner parts or supplies to be furnished without charge, or less 
than the list price of same. 

WHOLESAUe FOB LOCAL CONSITUPTIOIT. 

Stove df»taia46~ 

Tanli car lots f. o. b. Los Angeles 6-l/2# gal. 

Tank wagon lots f. o. b. Los Angeles 7< " 

Furnace distillate — 

Tank car lots f. o. b. Los Angetes S-8/4f ** 

Tank wagon lots f. o. b. Los Angeles 0-l/4it " 
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Tabm 5. — Market prloea of fuel oil qvctea by the priMcipoI marketing companies, 
at Los Angeles and Ban Franeiaco, Calif., Porlland, Oreg., Seattle and Spokane, 
WagK, with dates of change in price, igii~J9X0, 

[Prices per balrel of 43 gallon*.] 
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TABU) 6. — Market prteet of fuel oU, eta. — GontlDned. 

[Filoai par baiiel of 13 imcau.] 
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Table 8. — Monthttf aoerage prktes of heavy omtfe petroleum at toeU* and fvel 
oil at San Francitoo Bay reftnerie*, and the exceti of fvel oU prtoe* over crude 
prtoee, 13H-19iO. 

[Per baml of 42 galloni.) 
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Tablb e. — Monthlv average prices of Aeavy omde petroleum, etc. — Ccmtinued. 
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Table 7. — DUtributlon by oiticg of »ervU!e stations ovmed and operated by *A'"ec 
of the large marketing oompatUea in the Factfto ooaet territory, Jatvaary 1, 
1920. 
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Table 7.— iM«irlbuiion by dtiet of i&rvioe statUmi, eto. — CoDtinued. 
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Table 12. — Domtttk sola of ^o» oil in the Pacific coast marketing terrilory, by ih» 
principal marheling companie», by State*, 19H^June 30, 1919, and total dometHc 
andtxpOTt laUt, 1914-1919. 





Standard. 


Union. 


BbalL 


Total 

gallon.. 


State and year. 


Oallmu. 


Far 


QtUana. 


Per 


GanoDi. 


Pw 

cent. 


AriiOTa: 


l,3SZ,gg8 
2,0TS,»I2 

Si 

11 

m 

gi 
»ii 

11 

■i«.;!iii 

as 
as 


M.3 

S! 

B8.7 

100.0 

710 

Blifl 
100.0 

li 
li 

100.0 
63! 8 










m 

t,m,i7s 

2,041,808 
23,M0,GgS 




380,343 

II 


S.fl 




















6,474 














!;a;a 

!Sffi 

u!,2ao 


11. 












18,802,984 










iX 


i;:! 


'»!« 






23,7TJ 






















3gC^473 














as 




3;S 


SI 


Si 




°"^i 




414, 1«S 
34G,023 

111,808 


32.4 

3i» 




















83,318 

2^'438 


4.S 






330,820 
2,748,000 






1,087,182 

m 


Is 

32.4 
























3,718,488 








Total OvsatBtes: 


28, 481, Ml 
Z3,12T;S84 

Si 


'Is 

osii 
wo 










■ 




7^843; 748 


36.6 

M 






20,91^100 
















!;S;S 
















loao 
loao 

100.0 

loao 

100.0 










WM4 


















w.a 






































81^' 708 












"'Vr^. 


018,213 
2,331^06$ 


i 


















ill 


































Total dconesac; 


ass 


1 

ae.0 














S.4B8.BM 


30.0 
H.3 

li 
























1 18 


!f;S:S 


4,730,933 
B.M8,737 


ss 




"TT: 


8(»,aia 

^23g;7a8 


09. 
26, 
Tg. 














1,607:™ 


Si 

23.7 
43.1 






















4;(i«e:o3s 




383, 36£ 


B.fl 









Oallona. 
.. aO,TU,<H2 

.. 2e,8»i,a80 

.. 31,807,303 



1B18 34,388, If 



'First six monthi, ■Indudaa Oeneral Fstioleuin Corporation 22,861,530 galliHiB, or 41 per ce 



ogic 



iHli 




i ■ : ■ i \\\\^\ 


■S ; 


|sy 


: Mfi 3 iasEsa : aaaa i ■ 


S ; 1 


Phi 


ii: i^ iS 2S^22 : SSSEJ : i 


= i 


IMS' 


; is 5 S^SSS i BSSsis* : 1 


S \ 


la iaa 


1 |a s5 i^^^ls : ^^S^ 1 : 


i\ U 


1 IN 


i : i- ^ ;^ i 


i^ti^ i ^i^^ i i 


S i 


1=13 


^ i i- - i- i 


ii^i \ SSasi i i 


■^ 


IHI 


■ ■ ■- ^ : ■- 


^^^s i ^s^; \ \ 


i] \ 


1^5= 


;;!= = 3 


'\^i^ \ ^^22 i i 


i 


1=13. 


3 is a 3 


^Si^ i ^^^^ : : 


i 


1 In 


Ms 3 3 


i'Si^ \ S2^^ i^ 


N i« 


1 13= 


= := = i 3 


133 id 2^3 |3 1 


i 3 3 


1=13= 


2 s : a 


m^ : stiis : i 


is i i 


1=13= 


3 S 2:3 


iS^'^ I 2SS3 i| 


3 : i is 


li=3 


:33 3 ; s 


333S ; 2=S2 j i 


s i 


|N=3 


3 la 3 a 


333 :2 2S3 js i 


!$ ■ 


.131=3 


ia = i a 


3S3S 1 22S3 ; i 


a i i 


I3y 


2 is a a 


353S : Sasa i 


s 


131=3 


i ;3 3 a 


3SSS i SGSS : 


a i 


|3:=3 


i ia 3 a 


3S3S s::S3 : 


jsi i 


lilt 


J'll 


a.iil 


mi: 

III i 



Ml Mi i ^ i Wl^^W \\\ U\ \\\ 1^ 15 j 


n 8^ i H 2 i i i i^ i 1 i i i= \\\ i i i ^ Is 1 


\\ s\^ \ a] i : ^ i : ;s : i i i : li i ia i 


■ -R : as: n s : ; s : : : 1 : ; ■■» 1 


: i fi :a j R 1 j : 8 f 1 ; :s Ms i j i 11^8 


iS!i a : : : ; : i Is i 1 ! « ! ! 8t : j iS i :« j = j JS j = | 


S :3( is I i i R : i j » i 1 i j j S j : i j 1 i la ; 


i is ! : ! is ^\ \\ s\\ n\\ \\\s \\\ ^\\ \ 


\\\ \^\ ^\ n ^ n n , i Nsa ; M 1 M 


■ is i is i \ \^\ W ^W i ! i i i i« i i i i 


\\s : i is m\ a I s i i h i is i i ^^ i M 


■ i S i i is i i^ : las is i i i i i i i i i ia i : : 


i ! i ; jas i d j^a i i is is i ! 1 : 1 RS i i i : 


■ is i i is ii isa i i s i -^ n ■ I Ms MM 


■ i i i -^ i« : i ■ ^ i i i i : i ■ i :^ : i ; E5 i i. i 


i i i i is is i i i iss i i i i i i : : ; i i i is i i i i 


:i ■ i i i*^ is: i 1 ^ i i i i i ias i i i ; 


i i i :* Ej i i i rf i i : i ; i j JB j i i j i 


i 1 n^ ^ i i n^ M M : M ias 1 i n i M 


i i i i i i is irf i 1 i is i i i i i i i i i & ; i i j 


iiHnMii mjiiNiiniiyyiiiiHiiii! 

sl^gjsj i Ui U^ ii -^i i i : i i i i i i i iJJJ^^isi^s^s 

i fell lil iiffiiii^lli 



lA'OOglc 



PACIFIC COAST PBTEOLEUU INDUSTRT. 





Armwa retaU muket price o 


g«Olta.. 




Date. 


Pwpdlan. 


Indai number. 


da 


T s- 


m. 


Portland. 


SuTren- 


„„■. 


Portland. 


m* 


i " 
s 

i 

25 
26 

25 

1 

10 

I 

i 
1 

300 

200 

200 

200 
KO 
200 

200 

i 
1 

aofi 


to 

1 
1 

130 

120 

116 
148 

i 
1 

11 

m 

208 

2D6 
208 
206 

^ 

205 

206 

^ 

206 
208 

206 

208 

1 

210 

|! 

i 




100 
1€0 

IDO 

S 

i 

81 

1 

i 
i 

03 

1 
1 

23 

.ISO 
12S 

S 

120 

i 

120 

1 

1 
1 


100 

1 

1 

i 

i 

103 

1 
1 

22 

Z> 

i 
i 

1 

11 
1 




^^"T- - 




i 

ISO 
150 

s 


MO 






































IBIS 










1 
1 

a 












































1918 










1B3 

s 

i 

208 












































»1T 










1 

208 

205 
208 
206 
206 












































1918 























































DigiUrrlbyGOOgIC 



PACIFIC COAST PETKOLEUM INDUSTEY, 





Average retail nuiket prim ot gtadlnc. 


CW. 


Per Ealloo. Index numba. 


^ 


r 


Seattle. 


Portland. 


.^ 


Seattle. 


PortluML 


m 


i 
a 

1 

i 
i 

2fi§ 

1 

230 


•^S? 


W.Z1S 


1 
i 
i 

1 

m 

17* 

T* 
168 

S! 

IS 
48 

I 


lU 

1 

1 

41 

S 

41 

1 
1 

TS 

i 

i 

7S 

i 

U7 
U6 

IH 












1 
22» 




s 

232 

1 








































lew 












ZJS 

as 

1 




2Efi 

1 
























































280 

280 
2eB 

i 




1ST 

ii 

281 

i 

























































D,g,t7„lb,.GOOgIC 



PACIFIC COAST PETBOLBUM INDUSTRY. 



Tasle 15. — ttonttUv average wholesale tanJk-w<w>» priceg of gatoUne at San 
FrantAico and Kan»a» City; wiih index wambera IJamvarg, lSli=100), 

iaii~ini. 





101*. 1 


IMS. 


Month. Sa 


uFranclKD. 


KsoniCltr. 


iBnFnndKia. 


EuuuCltr. 


Pi 

ton 


^. 


Index 


Per 
IbUod. 


bidei T. 


S. 


Index 

No. 


gallon. 


Index 
No. 




i 

OE 


100 

i 

1 


JO. MO 

1 

!l(B 

■i 


100 to 
M 
M 
93 

1 
1 


IK 

D» 
096 
066 

090 
093 


72 
66 
66 
66 
66 
66 
63 
62 

?? 










ots 

098 

1 




















































1 


1917. 




39 
153 

1 

80 


t 

1 
131 


.ii« 

;i 

: 48 


113 

120 
120 

If 

i 

106 


180 

180 
190 

ISO 
180 


124 

1 










183 

1 

i 




















































1M& 


IfllO. 




80 

1 

SK 
85 
85 
86 


1 

i 


.aoa 

.303 

.203 

:| 

.223 
.223 
.223 


1 

189 


M 
135 

i 

i 


1 

IIS 

1 
1 

134 




150 






i 

1 




















































1 


1931. 




iss 

1 

1 


i 

14S 

1 


.9ia 

.231 

1 

!261 

1 


1 
1 

139 
189 
189 


2S0 

238 

230 

1 


1 

U 

s 

45 




178 






210 
310 

11 

158 

is 





















































D,g,t7„lb,.GOOgIC 



PACmO COAST PETBOLEUK INDUSTBY. 261 

TABut la — Monthli/ average icholeiale tank-wacon pricet of kentene at Ban 
Francttco and Kmua* City, vAth index numbers (JanMorv, J91i=l(HI}t 
19H~19tl. 



8i 


mPnnduo. 1 I 


[■nauatr. 


Bi 


mFnuideoo. i 


i^wCltj. 




£. 


= . 


■■£,. 


tndei 
"biT 


°'"- 


&. 


Index 


et 


Index 


mi 


090 

S 

i 

E 
z 

090 

E 

oao 

000 

ooo 

is 

ooo 

000 
000 

oao 

iii 

000 
DM 

0O6 
CM 
0S£ 

ms 
at 

i 
is 

lU 

Its 

IS 


a" 

lOO 
100 
lOD 

1!8 

100 

100 
100 

100 
100 
100 

ii 

100 
100 

ii 

100 
100 

i 

104 
106 
SB 

i 
1 


OAS 

i 

i 
i 

o» 

068 

i 
1 

m 
oga 

i 

lOS 

i 

loe 

106 
106 

IfiO 

iS 

IBS 

i«e 

IS 


.100 

S 

100 
St 

» 

82 
82 
83 

S 

i 

106 

'!! 

SO 

SB 
82 
S3 

if 

168 

l!I 

106 

106 
106 

Z 

261 
366 

i 

3Tt 

1 

36S 


mi 


iiS 

on 

000 

» 

oao 

1 

coo 

OM 

s 

000 

iiS 

000 
000 
000 

i 

is 

136 

m 

!g 

116 

166 
166 

!£ 
1 

116 


100 to 
100 

i 

100 

00 
00 

icn 
oo 

.100 

s 

oo 

oo 

is 

138 

us 

i 

UB 

sa 

86 

i 

63 

i 

61 
61 


ots 
o«s 

i 

043 
043 

003 
068 

i 

i 

0S3 
083 

ig 
181 

108 

1 
1 

166 

1 
1 

106 




Fe^ry 


&:;■■;;": " 


!1 
































S-^'---- 


s^--- 




j^^"' 


Dwwnber 

,.^1 


S 












































Se:£ 




!^ 


Dtcmibtr. 

ma 


g=t..::::: 

ll 

S 

i e;; 


138 
148 






























^^^ 


3§ 


DeoDiiw. 


SK 


&"■"■■■■■:■ 




Bl 

Pi 






























S!^;:= 


S*:;;::;; 




S=S-..:;::: 


December. 


"J 



D,g,t7„lb,.GOOgIC 



PAOIFIO COJ£X PBTBOLBUK INDD8TBY. 



No. 


0«»l«By. 


bxMknotnftMrr. 


, 


BMnted M 0*. (OtUonltl 


1 r.iir 


















BtdtlSSj^tj.Dtah. 










^fe 


















SrtteSi?T?' 










SSt^^'r^- 
















le 




s^|%- 






SIS 










^^^- 


s 










aefAuidjcaiio. 


i 






g^^. 








t 




P^^gjJ^W-V«. 








i 










ae 






do : 






iSsiSffi;*"' 











CENTS PER COPY 



DigitzrrlbyGOOgIC 



D,g,t7„lb,.GOOgIC 



D,g,t7„lb,.GOOglC 



D,g,t7„lb,.GOOgIC 



D,g,t7„lb,.GOOgIC 



by Google 



D,g,t7„lb,.GOOgIC 



